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This FB 2004-2006 Commonwealth Budget Final Budget Memorandum, as approved by the Legidative Research Commission
pursuant to 2005 HJR 92, enumer ates the changes made by the 2005 General Assembly to HB 267, the State /Executive Branch
Budget Bill, and provides explanatory detail to convey the intent of their actions. This report addresses not only provisions of HB

267, but also applicable provisons of HB 350 and HB 497 that impact, add, or modify appropriation and revenue provisons contained
in HB 267.
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RS05 GF Budget Summary Sheets FINAL xIs
4/26/2005
347PM
FB 2004-2006 FINAL BUDGET MEMORANDUM
2005 GENERAL ASSEMBLY
HOUSE BILL 267 (REFLECTING HB 350 AND HB 497)
GENERAL FUND BUDGET SUMMARY

FY 2003-2004 FY 2004-2005 FY 2005-2006
Actual Bill as Introduced General Assembly Difference Bill as Introduced General Assembly Difference
RESOURCES
Undesignated Balance 162,478,300 249,475,000 249,475,000 192,531,100 254,576,300 62,045,200
Continued Appropriations Reserve
Branch Regular 97,073,600 26,485,200 26,485,200 13,378,100 13,378,100
Tobacco Settlement 76,356,200 42,947,500 42,947,500 5,252,400 5,252,400
Budget Reserve Trust 5,087,400 50,764,800 50,764,800 50,764,800 28,764,800 (22,000,000)
Reserve Subtotal 178,517,200 120,197,500 120,197,500 69,395,300 47,395,300 (22,000,000)
Revenue
Consensus Revenue Estimate 6,977,623,100 7,433,000,000 7,433,000,000 7,665,000,000 7,665,000,000 (A)
Tobacco Settlement 109,483,000 108,800,000 108,800,000 108,600,000 108,600,000
Revenue Measures 18,000,000 127,950,000 109,950,000
Revenue Subtotal 7,087,106,100 7,541,800,000 7,541,800,000 7,791,600,000 7,901,550,000 109,950,000
Fund Transfers 200,045,000 127,004,600 159,010,400 32,005,800 181,219,700 184,197,100 2,977,400
Federal Fiscal Relief 68,720,600
Other Resources 16,855,500 16,855,500 21,846,700 32,786,700 10,940,000
Reconcile Resour cesto Controller (100,000)
TOTAL RESOURCES 7,696,767,200 8,055,332,600 8,087,338,400 32,005,800 8,256,592,800 8,420,505,400 163,912,600
APPROPRIATIONS
Executive Budget (HB 267 and HB 350 as noted)
Regular Operating 6,911,501,900 7,363,308,800 7,340,894,600 (22,414,200) 7,794,037,400 7,995,294,800 201,257,400
Debt Service (HB 350) 428,000 428,000
Necessary Government Expenditures 20,886,000 15,000,000 (15,000,000) 10,000,000 (10,000,000)
Budget Reserve Trust / Surplus Plan 45,677,400 (22,000,000) (22,000,000)
Phase | Tobacco Settlement 86,951,400 108,800,000 108,800,000 108,600,000 108,600,000
General Fund Capital 400,000 9,375,000 38,325,000 28,950,000 6,140,700 6,140,700
Executive Subtotal 7,065,416,700 7,496,483,800 7,466,019,600 (30,464,200) 7,918,778,100 8,110,463,500 191,685,400
Continued General Fund 20,929,700 (1,243,800) (1,243,800) 1,501,700 1,501,700
Continued Tobacco 33,408,700 37,695,100 37,695,100 5,252,400 5,252,400
Continued Budget Reserve Trust (45,677,400) 22,000,000 22,000,000
Total Executive 7,074,077,700 7,532,935,100 7,524,470,900 (8,464,200) 7,925,532,200 8,117,217,600 191,685,400
Judicial Budget
Regular Operating (prior sessions) 208,354,900 220,255,700 220,255,700 230,971,500 230,971,500
Regular Operating (HB 267) 1,077,400 1,077,400
Continued 230,000 9,004,600 9,004,600
Total Judicial 208,584,900 229,260,300 229,260,300 232,048,900 232,048,900
L egislative Budget
Regular Operating (prior sessions) 39,777,400 40,939,400 40,939,400 41,262,400 41,262,400
Regular Operating (HB 267) 108,100 108,100
Continued 4,654,700 5,346,200 5,346,200 6,251,800 6,251,800
Total Legidative 44,432,100 46,285,600 46,285,600 47,622,300 47,622,300
Other 424,800 (B) 424,800 501,300 (C) 501,300
Appropriations Subtotal 7,327,094,700 7,808,481,000 7,800,441,600 (8,039,400) 8,205,203,400 8,397,390,100 192,186,700
Budget L apse/ Savings (15,074,800) (15,074,800) (5,000,000) (14,500,000) (9,500,000)
TOTAL APPROPRIATIONS 7,327,094,700 7,793,406,200 7,785,366,800 (8,039,400) 8,200,203,400 8,382,890,100 182,686,700
BALANCE 369,672,500 261,926,400 301,971,600 40,045,200 56,389,400 37,615,300 (18,774,100)
Continued Appropriations Reserve
Branch Regular 26,485,200 13,378,100 13,378,100 5,624,600 5,624,600
Tobacco Settlement 42,947,500 5,252,400 5,252,400
Budget Reserve Trust 50,764,800 50,764,800 28,764,800 (22,000,000) 50,764,800 28,764,800 (22,000,000)
Total Reserve 120,197,500 69,395,300 47,395,300 (22,000,000) 56,389,400 34,389,400 (22,000,000)
UNDESIGNATED BALANCE 249,475,000 192,531,100 254,576,300 62,045,200 3,225,900 3,225,900

NOTES:

(A) HB 497 includes an exemption of sales tax on county fair admissions. The estimated effect of reducing General Fund receipts by $315,000 is not reflected here.
(B) HB 267, Part XX VI, authorizes payments of Claims Against The Commonwealth, analysis provided by the Controller indicates the General Fund portion of these claims is $424,799.40.
(C) HB 497 directs that the General Fund shall provide the amount necessary to insure that the Tobacco Research Trust Fund receives at least $3,140,000 per year.

Anticipated declinesin cigarette consumption due to a higher cigarette tax |ead to an estimated General Fund support of $501,300 in FY 2006.

1
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FB 2004-2006 FINAL BUDGET MEMORANDUM
2005 GENERAL ASSEMBLY

HOUSE BILL 267 AND OTHER GENERAL ASSEMBLY ACTION
OTHER BUDGETARY RESOURCES

4/25/2005
5:28 PM

FY 2004-05 FY 2005-06
Bill as General Bill as General

TABLE | - OTHER BUDGETARY RESOURCES Introduced Assembly Difference Introduced Assembly Difference
Source
Abandoned Property Receipts (Notwithstanding KRS 393.015) 26,355,500 26,355,500 6,300,000 6,300,000
Abandoned Property Receipts-Sale of Securities 25,046,700 33,586,700 8,540,000
Abandoned Property Tobacco (Unclaimed Phase |1 supplement checks) 1,000,000 1,000,000
Mandate participation in Advanced Compliance Enforcement Service (ACES) 1,400,000 1,400,000
KEES Reserve Account for Unclaimed Lottery Prize Funds (9,500,000) (9,500,000) (9,500,000) (9,500,000)

Total Other Budgetary Resour ces 16,855,500 16,855,500 21,846,700 32,786,700 10,940,000

FY 2004-05 FY 2005-06
Bill as General Bill as General

TABLE Il - REVENUE MEASURES Introduced Assembly Difference Introduced Assembly Difference
Source
Eliminate Deduction of Income Tax Paid to Foreign Countries 3.600.000 3.600.000
Restore Sales Tax to Unbundled Transmission of Natural Gas 7,000,000 7,000,000
Limit Sales Tax Vendor Compensation to $1,500 Per Reporting Period 7,400,000 7,400,000
Tax Modernization (HB 272) 110,000,000 110,000,000
Charter Bus Tax Exemption (50,000) (50,000)

Total Revenue Measures 18,000,000 127,950,000 109,950,000

TOTAL TABLESI AND |1 16,855,500 16,855,500 39,846,700 160,736,700 120,890,000
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Budget L apses

Public Service Commission lapse of Continued Reserve

Veto - Department of Education - Operation and Support Services -
Russell County Learning Center

Veto - Department of Education - Operation and Support Services -
Letcher County Central Vocational Center

Veto - Education Cabinet - Career and Technical Education -
Butler County AreaVocational Center

Total Budget Lapse

Other Savings

Debt Service Refinance

Debt Service Substitution with Bond Investment Income
Debt Service Lapse (Payroll System project)

Genera Efficiencies

Total Other Savings
Total Budget Lapse/ Savings

4/26/2005

10:37 AM
FB 2004-2006 FINAL BUDGET MEMORANDUM
2005 GENERAL ASSEMBLY
HOUSE BILL 267
BUDGET LAPSESAND OTHER SAVINGS
FY 2004-2005 FY 2005-2006
Bill asIntroduced General Assembly Difference Bill asIntroduced General Assembly Difference
(1,807,300) (1,807,300) - -
- (1,500,000) * (1,500,000)
- (1,500,000) * (1,500,000)
- (1,500,000) * (1,500,000)
(1,807,300) (1,807,300) - - (4,500,000) (4,500,000)
(3,542,500) (3,542,500) - -
(9,725,000) (9,725,000) - -
- (5,000,000) (10,000,000) (5,000,000)
(13,267,500) (13,267,500) - (5,000,000) (10,000,000) (5,000,000)
(15,074,800) (15,074,800) - (5,000,000) (14,500,000) (9,500,000)

* - HB 350 appropriated Bond Funds for three vocational / learning centers. The governor vetoed the duplicative cash funded projectsin HB 267. The cash appropriation is reflected as lapsing here.

5
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FB 2004-2006 FINAL BUDGET MEMORANDUM

4/26/2005

2005 GENERAL ASSEMBLY A8 PM
HOUSE BILL 267 (WITH HB 350 NOTATIONS)
FUNDS TRANSFERS (PART V)
FY 2004-2005 FY 2005-2006
Bill asIntroduced General Assembly Difference Bill asIntroduced General Assembly Difference
GOVERNMENT OPERATIONS

Office of State Budget Director 72,100 72,100 - -
Governor's Office for Agricultural Policy - Tobacco Funds (KRS 248.703 (2)(b)(2) 27,000,000 27,000,000 - -
Department of Veterans' Affairs - Agency Revenue Fund 275,000 275,000 - -
Governor's Office for Local Development - County Cemetery Fund (KRS 67.872) 35,100 35,100 - -
Local Government Economic Development Fund (KRS 42.4592) 16,377,100 3,725,000 (12,652,100) 8,542,900 - (8,542,900)
Registry of Election Finance - Election Campaign Fund (KRS 121A.020) 539,600 539,600 - -
Secretary of State - Limitied Liability Companies (KRS 14.140) 2,020,600 2,202,800 182,200 1,000,000 1,000,000 -
Treasury - Unclaimed Property (KRS 393.250(1)) 20,500 20,500 - -
Agriculture 153,800 153,800 - -
Accountancy (KRS 325.250) 107,800 - (107,800) -
Certification of Alcohol and Drug Counselors 5,000 - (5,000) -
Architects (KRS Chapter 323) 4,300 - (4,300) -
Board of Auctioneers (KRS 330.050 and 330.192) 27,100 - (27,100) -
Barbering (KRS 317.530) 17,300 - (17,300) -
Chiropractic Examiners (KRS 312.019) 27,900 - (27,900) -
Dentistry (KRS 313.350) 66,500 - (66,500) -
Embalmers and Funeral Directors (KRS 316.125 and KRS 316.210) 20,200 - (20,200) -
Licensure for Engineers and Land Surveyors (KRS 322.420) 288,000 - (288,000) -
Registration for Professional Geologists (KRS 322A.050) 44,600 - (44,600) -
Hairdressers and Cosmetologists (KRS 317A.050) 17,600 - (17,600) -
Specialists in Hearing Instruments (KRS 334.150) 2,600 - (2,600) -
Interpreters for Deaf and Hard of Hearing (KRS 344.500 and KRS 163.506) 5,800 - (5,800) -
Examiners and Registration of Landscape Architects (KRS Chapter 323) 4,100 - (4,100) -
Licensure of Marriage and Family Therapists (KRS 335.342) 3,000 - (3,000) -
Medical Licensure (KRS 311.610) 52,500 - (52,500) -
Nursing (KRS 314.027 and 314.161) 442,700 - (442,700) -
Licensure for Occupational Therapy 15,000 - (15,000) -
Ophthalmic Dispensers (KRS 326.120) 2,000 - (2,000) -
Optometric Examiners (KRS 320.360) 6,200 - (6,200) -
Pharmacy (KRS 315.195) 90,500 - (90,500) -
Physical Therapy (KRS 327.080) 37,300 - (37,300) -
Podiatry (KRS 311.450) 400 - (400) -
Private Investigators (KRS 329A.0220) 2,000 - (2,000) -
Licensed Professional Counselors (KRS 335.520) 25,800 - (25,800) -
Proprietary Education (KRS 165A.380) 28,800 - (28,800) -
Examiners of Psychology (KRS 319.131) 37,300 - (37,300) -
Real Estate Appraisers (KRS 324A.065) 55,400 - (55,400) -
Real Estate Commission (KRS 324.286 and 324.410) 302,400 - (302,400) -
Respiratory Care (KRS 314A.215) 4,300 - (4,300) -
Social Work (KRS 335.140) 26,000 - (26,000) -
Speech Language Pathology and Audiology (KRS 334A.120) 2,200 - (2,200) -
Veterinary Examiners 51,100 - (51,100) -
Emergency Medical Services (KRS 311A.145) 105,000 - (105,000) -
Kentucky River Authority (KRS 151.720) 86,400 86,400 - -

* - Although HB 267 as enacted concurred with the Bill as Introduced regarding the transfer of $1,823,700 from Boards and Commissions, HB 350, a bill that passed subsequent to HB 267, directs that these fund transfers not be made.

7



FB 2004-2006 FINAL BUDGET MEMORANDUM

4/26/2005

2005 GENERAL ASSEMBLY 4BPM
HOUSE BILL 267 (WITH HB 350 NOTATIONS)
FUNDS TRANSFERS (PART V)
FY 2004-2005 FY 2005-2006
Bill asIntroduced General Assembly Difference Bill asIntroduced General Assembly Difference
COMMERCE CABINET
Secretary - Agency Revenue Fund 80,000 80,000 - -
Artisans Center - Agency Revenue Fund 20,000 20,000 - -
Horse Park Commission - Kentucky Horse Park Fund 40,000 40,000 - -
State Parks - State Parks Fund 110,000 110,000 - -
State Fair Board - State Fair Board Fund 50,000 50,000 - -
DEPARTMENT OF EDUCATION
Operations and Support Services - Agency Revenue Fund 102,200 102,200 - -
School Districts Flexible Spending Account - Expendable Trust Fund 5,000,000 5,000,000 - 5,000,000 5,000,000 -
Learning and Results Services - Kentucky Successful Schools Fund 204,900 204,900 - -
EDUCATION CABINET
Vocational Rehabilitation - Agency Revenue Fund 73,900 73,900 - -
Unemployment Insurance - Penalty and Interest Account (KRS 341.835) 186,100 186,100 - -
Education Professional Standards Board - Agency Revenue Fund 450,000 450,000 - -
ENVIRONMENTAL AND PUBLIC PROTECTION
General Administration and Program Support - Agency Revenue Fund 500,000 500,000 500,000 500,000
Environmental Protection 351,400 351,400 - -
Kentucky Pride Trust Fund 2,006,300 2,006,300 - 2,006,300 2,006,300 -
Boxing and Wrestling Authority (KRS 229.250) 4,200 4,200 - -
Petroleum Storage Tank Assurance Fund (KRS 224.60-130 to KRS 224.60-155) 291,200 291,200 - 63,471,400 63,471,400 -
Alcoholic Beverage Control (KRS 243.025) 1,009,700 1,009,700 - -
Charitable Gaming (KRS 238.570) 191,200 191,200 - -
Crime Victims' Compensation Fund (KRS 346.185) 1,500 1,500 - -
Board of Claims - Agency Revenue Fund 147,200 147,200 - -
Financial Institutions (KRS 286.425) 3,420,100 3,420,100 - 2,712,100 2,712,100 -
Horse Racing Authority (KRS 230.361 - 230.375) 49,600 49,600 - -
Housings, Buildings and Construction (KRS 318.316) 90,100 90,100 - -
Insurance 3,872,800 3,872,800 - 11,340,300 11,340,300 -
Insurance - Fire and Tornado Insurance Fund (KRS 56.180) 500,000 500,000 500,000 500,000
Kentucky Access (KRS 304.17B-003 and 304.17B-021) 9,932,900 9,932,900 - 10,287,900 10,287,900 -
Mines Safety and Licensing (KRS 351.110) 36,600 36,600 - -
Public Service Commission 103,900 103,900 - -
FINANCE AND ADMINISTRATION CABINET
General Administration - Capital Construction Investment Income (KRS 42.500) 1,888,000 7,438,000 5,550,000 12,675,000 12,675,000
Technology Trust Fund (2003 Ky. Acts Ch. 156, Part lll Sec. 25) 864,800 864,800 - -
Perry/Knott County Recreational Authority - Red Fox Golf Course Project 1,685,000 1,685,000 - -
Revenue (KRS 132.672, 134.400, 154.12-219, and 365.390(2)) 103,700 103,700 - -
Property Valuation Administration (KRS 132.590 and KRS 132.597) 111,600 111,600 - -
HEALTH AND FAMILY SERVICES
General Administration and Program Support (KRS 212.025(2)) 169,100 169,100 - -
Children with Special Health Care Needs (KRS 212.025(2)) 446,000 446,000 - -
Children with Special Health Care Needs - Tobacco Fund (KRS 200.151) 43,900 43,900 - -

* - Although HB 267 as enacted concurred with the Bill as Introduced regarding the transfer of $1,823,700 from Boards and Commissions, HB 350, a bill that passed subsequent to HB 267, directs that these fund transfers not be made.

8



FB 2004-2006 FINAL BUDGET MEMORANDUM 4/26/2005

2005 GENERAL ASSEMBLY A8 PM
HOUSE BILL 267 (WITH HB 350 NOTATIONS)
FUNDS TRANSFERS (PART V)
FY 2004-2005 FY 2005-2006
Bill asIntroduced General Assembly Difference Bill asIntroduced General Assembly Difference
Mental Health and Mental Retardation Services (KRS 212.025(2)) 4,438,600 4,438,600 - -
Public Health (KRS 212.025(2) and KRS 213.141(3)) 1,909,600 1,909,600 - 358,800 358,800 -
Certificate of Need (KRS 212.025(2)) 4,100 4,100 - -
Human Support Services (KRS 212.025(2)) 19,000 19,000 - -
JUSTICE AND PUBLIC SAFETY CABINET
Justice Administration - Agency Revenue Fund 150,000 334,700 184,700 184,700 184,700
Kentucky Law Enforcement Foundation Program Fund (KRS (15.430) 16,422,100 16,422,100 - 9,000,000 6,660,600 (2,339,400)
Juvenile Justice - Agency Revenue Fund 2,600,000 2,600,000 - -
State Police - Agency Revenue Fund 1,250,000 1,250,000 - -
Public Advocacy (KRS 31.211, KRS 189A.050(3)(f))) 830,400 - (830,400) -
PERSONNEL
General Operations - Flexible Spending Account (KRS 18A.225(2)(g)) 580,000 580,000 - 2,500,000 2,500,000 -
General Operations - Special Deposit Trust Fund 184,800 184,800 - -
General Operations - Insurance Administration Fund 146,000 146,000 - -
Government Training - Agency Revenue Fund 55,000 55,000 - -
POSTSECONDARY EDUCATION
Council on Postsecondary Education - Agency Revenue Fund 400,000 400,000 - -
Technology Inititative Trust Fund (KRS 164.7911 and 164.7921) 132,900 132,900 - -
Kentucky Higher Education Assistance Authority - KAPT 13,700,100 13,700,100 -
Kentucky Higher Education Student Load Corporation 7,800,000 7,800,000 - 59,000,000 59,000,000 -
Eastern Kentucky University - Agency Revenue Fund 2,415,700 2,415,700 - -
Kentucky State University - Agency Revenue Fund 586,600 586,600 - -
Morehead State University - Agency Revenue Fund 1,501,300 1,501,300 - -
Murray State University - Agency Revenue Fund 1,632,900 1,632,900 - -
Northern Kentucky University - Agency Revenue Fund 1,951,600 1,951,600 - -
University of Louisville - Agency Revenue Fund 4,400,000 4,400,000 - -
Western Kentucky University - Agency Revenue Fund 2,381,600 2,381,600 - -
Kentucky Community and Technical College System 4,996,700 4,996,700 - -
Firefighters Foundation Program Fund (KRS 95A.222) 9,868,900 9,868,900 - 3,500,000 3,500,000 -
TRANSPORTATION CABINET
General Administration and Support Fleet Management Fund 5,000,000 5,000,000 - 2,500,000 2,500,000 -
Air Transportation Kentucky Aviation Economic Development Fund (KRS 183.525(3), (4), and
(5)) 700,000 - (700,000) -
LEGISLATIVE BRANCH
General Administration and Support Fleet Management Fund - 500,000 500,000 - - -
TOTAL 127,004,600 159,010,400 32,005,800 181,219,700 184,197,100 2,977,400
HB 267 Amount 160,834,100 *

* - Although HB 267 as enacted concurred with the Bill as Introduced regarding the transfer of $1,823,700 from Boards and Commissions, HB 350, a bill that passed subsequent to HB 267, directs that these fund transfers not be made.

9
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FINAL BUDGET MEMORANDUM
2005 SESSION OF THE GENERAL ASSEMBLY -- OPERATING BUDGET SUMMARY
ROAD FUND SUMMARY

Governmental Branch: Executive

FY 2004 FY 2004-2005 FY 2005-2006
Actual Bill as Introduced General Assembly Difference Bill as Introduced General Assembly Difference

RESOURCES
Beginning Balance
Revenue Receipts/Estimates 1,116,734,300 1,119,702,900 1,119,702,900 0 1,127,126,500 1,127,126,500 0
Spend down of Continuing Approp. 217,326,000 0
FY 2004 Surplus 23,011,700 23,011,700 0 0
Fund Transfers 6,097,100 0
Non-Revenue Transfers (783,600) 0
Road Fund Revenue Initiative 53,250,000 28,842,700 (24,407,300)
TOTAL RESOURCES 1,339,373,800 1,142,714,600 1,142,714,600 0 1,180,376,500 1,155,969,200 (24,407,300)
APPROPRIATIONS/EXPENDITURES
TRANSPORTATION CABINET
General Admin. & Support 60,298,600 64,956,100 64,956,100 0 66,530,000 66,530,000 0
Revenue Sharing 229,705,300 236,928,500 236,928,500 0 243,540,600 229,080,600 (14,460,000)
Highways 794,894,500 637,266,800 637,266,800 0 634,583,700 625,672,600 (8,911,100)
Vehicle Regulation 29,536,700 15,834,000 15,834,000 0 15,898,000 15,898,000 0
Debt Service 153,294,900 116,113,500 116,113,500 0 157,528,900 166,840,900 9,312,000
Capital Budget 8,284,000 13,794,000 13,794,000 0 4,248,000 4,248,000 0
TOTAL-TRANSPORTATION 1,276,014,000 1,084,892,900 1,084,892,900 0 1,122,329,200 1,108,270,100 (14,059,100)
DEPT. OF TREASURY 0 250,000 250,000 0 250,000 250,000 0
JUSTICE CABINET 0

Kentucky State Police 35,000,000 39,769,100 39,769,100 0 39,769,100 29,769,100 (10,000,000)

Motor Vehicle Enforcement 0 12,696,600 12,696,600 0 13,347,200 12,999,000 (348,200)
FINANCE CABINET 0

Debt Service 3,664,000 2,930,000 2,930,000 0 2,505,000 2,505,000 0

Department of Administration 283,000 283,000 283,000 0 283,000 283,000 0

Department of Revenue 1,401,100 1,418,000 1,418,000 0 1,418,000 1,418,000 0
Comm. Office of Technology 0 125,000 125,000 0 125,000 125,000 0
GOV.'SOFF. OF HOMELAND SEC. 0 350,000 350,000 0 350,000 350,000 0
TOTAL APPROP.JEXPEND. 1,316,362,100 1,142,714,600 1,142,714,600 0 1,180,376,500 1,155,969,200 (24,407,300)
Road Fund Surplus 23,011,700 0 0 0 0

11
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY

Commonwesalth of Kentucky
Summary Totals

Fiscal Year 2004-2005

Fiscal Year 2005-2006

4/25/2005 5:51:42 P!

Operating Budget

Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference
I. APPROPRIATIONS SUMMARY BY FUND SOURCE
General Fund (Tobacco) 108,140,000 108,140,000 108,600,000 108,600,000
General Fund 7,378,308,800  7,340,894,600 (37,414,200)  7,805,222,900  7,996,908,300 191,685,400
Restricted Funds 4,196,817,500  4,209,275,300 12,457,800  4,085,205,200  4,098,334,700 13,129,500
Federal Funds 6,921,273,800  6,921,273,800 6,899,003,500  6,797,256,700 (101,746,800)
Road Fund 1,128,920,600  1,128,920,600 1,176,128,500  1,151,721,200 (24,407,300)
Bond Funds 350,000,000 450,000,000 100,000,000
Reaular Total Funds 20,083,460,700  20,158,504,300 75,043,600 20,074,160,100  20,152,820,900 78,660,800
Continuing 34,643,900 34,643,900 6,754,100 6,754,100
TOTAL FUNDS 20,118,104,600  20,193,148,200 75,043,600 20,080,914,200  20,159,575,000 78,660,800
1. EXPENDITURE CATEGORY
Personnel Costs 4,303,525,200  4,308,718,000 5,192,800  4,496,653,600  4,506,722,400 10,068,800
Operating Expenses 1,958,005,000  1,934,135,300 (23,869,700)  1,985,662,500  1,978,479,500 (7.183,000)
Grants, Loans, Benefits 11,757,552,700  11,750,805,200 (6,747,500) 11,923,565,200 11,941,136,200 17,571,000
Debt Service 555,056,100 555,524,100 468,000 659,910,300 726,375,400 66,465,100
Capital Outlay 142,821,600 142,821,600 139,883,900 140,533,900 650,000
Construction 1,401,144,000  1,501,144,000 100,000,000 875,238,700 866,327,600 (8,911,100)
TOTAL EXPENDITURES 20,118,104,600  20,193,148,200 75,043,600 20,080,914,200  20,159,575,000 78,660,800

I11.BASE LEVEL BUDGET BY FUND SOURCE
General Fund (Tobacco)
General Fund
Restricted Funds
Federal Funds
Road Fund
Bond Funds

Reqular Total Funds
Continuing
TOTAL BASE LEVEL

108,140,000
7,378,308,800
4,196,817,500
6,921,273,800
1,128,920,600

350,000,000

20,083,460,700

34,643,900
20,118,104,600

108,140,000
7,327,938,000
4,204,294,900
6,921,273,800
1,128,920,600

300,000,000

19,990,567,300

34,643,900
20,025,211,200

(50,370,800)
7,477,400

(50,000,000)
(92,893,400)

(92,893,400)

108,600,000
7,805,222,900
4,085,205,200
6,899,003,500
1,176,128,500

20,074,160,100
6,754,100

20,080,914,200

94,042,000
7,770,099,500
4,088,336,100
6,794,690,100
1,137,753,200

19,884,920,900
6,754,100

19,891,675,000

(14,558,000)
(35,123,400)
3,130,900
(104,313,400)
(38,375,300)

(189,239,200)

(189,239,200)

IV. ADDITIONAL BUDGET RECAP BY FUND SOURCE

General Fund (Tobacco)
General Fund

Restricted Funds
Federal Funds

Road Fund

Bond Funds

TOTAL ADDITIONAL

13

12,956,600
4,980,400

150,000,000
167,937,000

12,956,600
4,980,400

150,000,000
167,937,000

14,558,000
226,808,800
9,998,600
2,566,600
13,968,000

267,900,000

14,558,000
226,808,800
9,998,600
2,566,600
13,968,000

267,900,000



THISPAGE INTENTIONALLY LEFT BLANK

14



BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY

Commonwesalth of Kentucky
Summary Totals

. CAPITAL PROJECT RECAP BY FUND SOURCE
General Fund (Tobacco)
General Fund
Restricted Funds
Federal Funds
Road Fund
Bond Funds
Agency Bonds
Capital Construction Sur
Investment Income
Other Funds

TOTAL CAPITAL

Fiscal Year 2004-2005

Fiscal Year 2005-2006

4/25/2005 5:51:43 P!

Capital Budget

Bill as General Bill as General
Introduced Assembly Difference I ntroduced Assembly Difference
660,000 660,000
9,375,000 38,325,000 28,950,000 6,140,700 6,140,700
1,534,473,700 1,781,802,200 247,328,500 102,192,000 102,192,000
83,825,000 99,075,000 15,250,000 14,703,000 14,703,000
13,794,000 13,794,000 4,248,000 4,248,000
260,501,000 1,153,214,300 892,713,300 51,375,000 51,375,000
12,020,000 251,726,000 239,706,000
1,892,400 1,892,400 63,000 63,000
29,394,000 23,844,000 (5.550,000) 19,895,000 4,720,000 (15,175,000)
21,800,000 21,800,000 4,300,000 4,300,000
1,967,735,101 3,386,132,901 1,418,397,800 151,541,700 187,741,700 36,200,000

15



THISPAGE INTENTIONALLY LEFT BLANK

16



BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY s 1095
OPERATING BUDGET - TOTAL FUNDS

Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Government Operations 722,583,700 697,307,700 (25,276,000) 658,339,300 655,678,400 (2,660,900)
Commerce Cabinet 195,377,200 196,631,200 1,254,000 201,563,700 206,929,700 5,366,000
Economic Development 27,269,200 27,269,200 25,860,700 26,109,700 249,000
Cabinet

Department of Education 3,715,997,600 3,721,166,100 5,168,500 3,956,226,100 4,026,097,000 69,870,900
Education Cabinet 1,204,361,200 1,204,441,700 80,500 1,235,762,300 1,254,362,500 18,600,200
Environmental and Public 621,442,500 627,238,400 5,795,900 619,098,600 620,848,600 1,750,000
Protection Cabinet

Finance and Administration 504,237,500 504,237,500 529,317,200 544,183,700 14,866,500
Cabinet

Health and Family Services 6,218,354,000 6,218,354,000 6,209,244,300 6,113,034,700 (96,209,600)
Cabinet

Justice and Public Safety 708,690,300 709,861,000 1,170,700 718,967,300 733,018,700 14,051,400
Cabinet

Personnel 73,868,000 72,368,000 (1,500,000) 100,728,900 105,728,900 5,000,000
Postsecondary Education 3,785,545,800 3,787,745,800 2,200,000 3,969,577,600 4,040,964,000 71,386,400
Transportation Cabinet 2,290,733,700 2,391,883,700 101,150,000 1,838,288,600 1,824,679,500 (13,609,100)
Necessary Governmental 15,000,000 (15,000,000) 10,000,000 (10,000,000)
Expenses

Branch Totals 20,083,460,700 20,158,504,300 75,043,600 20,072,974,600 20,151,635,400 78,660,800

Judicial Branch

1,077,400

1,077,400

Branch Totals

1,077,400

1,077,400

Legislative Branch 108,100 108,100
Branch Totals 108,100 108,100
Regular Appropriation 20,083,460,700 20,158,504,300 75,043,600 20,074,160,100 20,152,820,900 78,660,800




BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY s 1095
OPERATING BUDGET - GENERAL FUND (TOBACCO)

Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Government Operations 39,195,900 39,195,900 39,099,300 29,899,300 (9,200,000)
Department of Education 1,888,400 1,888,400 1,888,400 1,888,400

Environmental and Public 25,782,600 25,782,600 25,751,700 25,751,700

Protection Cabinet

Finance and Administration 6,291,600 6,291,600 6,288,200 15,488,200 9,200,000
Cabinet

Health and Family Services 26,423,400 26,423,400 27,028,400 27,028,400

Cabinet

Justice and Public Safety 2,226,800 2,226,800 2,222,700 2,222,700

Cabinet

Postsecondary Education 6,331,300 6,331,300 6,321,300 6,321,300

Branch Totals 108,140,000 108,140,000 108,600,000 108,600,000

Regular Appropriation 108,140,000 108,140,000 108,600,000 108,600,000

CONTINUED RESERVE SPENDING SUMMARY BY CABINET

Government Operations 27,309,700 27,309,700 5,252,400 5,252,400
Department of Education 766,000 766,000

Environmental and Public 4,648,600 4,648,600

Protection Cabinet

Health and Family Services 4,821,500 4,821,500

Cabinet

Justice and Public Safety 85,700 85,700

Cabinet

Postsecondary Education 63,600 63,600

BranchTotals 37,695,100 37,695,100 5,252,400 5,252,400
Reserve Spending 37,695,100 37,695,100 5,252,400 5,252,400




BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY s 1095
OPERATING BUDGET - GENERAL FUND

Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Government Operations 278,586,000 252,183,800 (26,402,200) 259,143,400 263,897,500 4,754,100
Commerce Cabinet 53,007,200 54,261,200 1,254,000 54,169,900 59,301,900 5,132,000
Economic Development 22,083,200 22,083,200 19,985,300 20,000,300 15,000
Cabinet

Department of Education 3,087,336,600 3,092,155,100 4,818,500 3,322,931,200 3,392,452,100 69,520,900
Education Cabinet 281,303,200 281,383,700 80,500 311,982,600 330,282,800 18,300,200
Environmental and Public 91,448,500 87,608,500 (3,840,000) 89,818,900 89,818,900

Protection Cabinet

Finance and Administration 384,509,500 384,509,500 411,928,100 417,594,600 5,666,500
Cabinet

Health and Family Services 1,450,700,300 1,450,700,300 1,546,997,300 1,551,139,300 4,142,000
Cabinet

Justice and Public Safety 512,289,400 512,814,400 525,000 529,581,000 547,471,700 17,890,700
Cabinet

Personnel 27,952,200 26,452,200 (1,500,000) 51,926,500 56,736,500 4,810,000
Postsecondary Education 1,169,339,300 1,171,539,300 2,200,000 1,190,819,800 1,261,823,800 71,004,000
Transportation Cabinet 4,753,400 5,203,400 450,000 4,753,400 5,203,400 450,000
Necessary Governmental 15,000,000 (15,000,000) 10,000,000 (210,000,000)
Expenses

Branch Totals 7,378,308,800 7,340,894,600 (37,414,200) 7,804,037,400 7,995,722,800 191,685,400

Judicial Branch

1,077,400

1,077,400

Branch Totals

1,077,400

1,077,400

Legislative Branch 108,100 108,100
Branch Totals 108,100 108,100
Regular Appropriation 7,378,308,800 7,340,894,600 (37,414,200) 7,805,222,900 7,996,908,300 191,685,400




4/22/2005 10:51:25 AM

BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY
OPERATING BUDGET - GENERAL FUND
Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

CONTINUED RESERVE SPENDING SUMMARY BY CABINET

Government Operations (626,300) (626,300)

Economic Development (6,500,000) (6,500,000) 1,501,700 1,501,700
Cabinet

Department of Education 717,700 717,700

Education Cabinet 842,400 842,400

Justice and Public Safety 42,900 42,900

Cabinet

Postsecondary Education 1,865,500 1,865,500

Transportation Cabinet 606,600 606,600

BranchTotals (3,051,200) (3,051,200) 1,501,700 1,501,700
Reserve Spending (3,051,200) (3,051,200) 1,501,700 1,501,700
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY s 1095
OPERATING BUDGET - RESTRICTED FUNDS

Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Government Operations 150,734,900 151,861,100 1,126,200 144,653,900 146,438,900 1,785,000
Commerce Cabinet 129,373,700 129,373,700 134,031,500 134,265,500 234,000
Economic Development 5,030,600 5,030,600 5,720,000 5,954,000 234,000
Cabinet

Department of Education 4,680,600 5,030,600 350,000 4,155,600 4,505,600 350,000
Education Cabinet 48,579,000 48,579,000 46,681,900 46,981,900 300,000
Environmental and Public 427,940,800 437,576,700 9,635,900 432,612,700 434,362,700 1,750,000
Protection Cabinet

Finance and Administration 104,658,600 104,658,600 103,891,600 103,891,600

Cabinet

Health and Family Services 873,592,500 873,592,500 779,254,200 781,864,200 2,610,000
Cabinet

Justice and Public Safety 88,465,500 89,111,200 645,700 88,274,600 93,568,700 5,294,100
Cabinet

Personnel 45,915,800 45,915,800 48,802,400 48,992,400 190,000
Postsecondary Education 2,068,049,400 2,068,049,400 2,196,813,400 2,197,195,800 382,400
Transportation Cabinet 249,796,100 250,496,100 700,000 100,313,400 100,313,400

Branch Totals 4,196,817,500 4,209,275,300 12,457,800 4,085,205,200 4,098,334,700 13,129,500
Regular Appropriation 4,196,817,500 4,209,275,300 12,457,800 4,085,205,200 4,098,334,700 13,129,500
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BR-60

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Fiscal Year 2004-2005

FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY
OPERATING BUDGET - FEDERAL FUNDS

Fiscal Year 2005-2006

4/22/2005 10:51:27 AM

Bill as
Introduced

General
Assembly

Bill as
Introduced

General
Assembly

Difference

Government Operations 253,466,900 253,466,900 214,842,700 214,842,700

Commerce Cabinet 12,996,300 12,996,300 13,362,300 13,362,300

Economic Development 155,400 155,400 155,400 155,400

Cabinet

Department of Education 622,092,000 622,092,000 627,250,900 627,250,900

Education Cabinet 874,479,000 874,479,000 877,097,800 877,097,800

Environmental and Public 76,270,600 76,270,600 70,915,300 70,915,300

Protection Cabinet

Finance and Administration 4,021,800 4,021,800 2,878,300 2,878,300

Cabinet

Health and Family Services 3,867,637,800 3,867,637,800 3,855,964,400 3,753,002,800 (102,961,600)
Cabinet

Justice and Public Safety 53,242,900 53,242,900 45,772,700 46,987,500 1,214,800
Cabinet

Postsecondary Education 541,825,800 541,825,800 575,623,100 575,623,100

Transportation Cabinet 615,085,300 615,085,300 615,140,600 615,140,600

Branch Totals 6,921,273,800 6,921,273,800 6,899,003,500 6,797,256,700 (101,746,800)
Regular Appropriation 6,921,273,800 6,921,273,800 6,899,003,500 6,797,256,700 (101,746,800)
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY s 1097
OPERATING BUDGET - ROAD FUND

Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Government Operations 600,000 600,000 600,000 600,000

Finance and Administration 4,756,000 4,756,000 4,331,000 4,331,000

Cabinet

Justice and Public Safety 52,465,700 52,465,700 53,116,300 42,768,100 (10,348,200)
Cabinet

Transportation Cabinet 1,071,098,900 1,071,098,900 1,118,081,200 1,104,022,100 (14,059,100)
Branch Totals 1,128,920,600 1,128,920,600 1,176,128,500 1,151,721,200 (24,407,300)
Regular Appropriation 1,128,920,600 1,128,920,600 1,176,128,500 1,151,721,200 (24,407,300)
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY s 1097
OPERATING BUDGET - BOND FUNDS

Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

REGULAR APPROPRIATIONS SUMMARY BY CABINET

Transportation Cabinet 350,000,000 450,000,000 100,000,000
Branch Totals 350,000,000 450,000,000 100,000,000
Regular Appropriation 350,000,000 450,000,000 100,000,000
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY

Executive Branch
Summary Totals

Fiscal Year 2004-2005

Fiscal Year 2005-2006

4/25/2005 5:51:43 P!

Operating Budget

Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference
I. APPROPRIATIONS SUMMARY BY FUND SOURCE
General Fund (Tobacco) 108,140,000 108,140,000 108,600,000 108,600,000
General Fund 7,378,308,800  7,340,894,600 (37,414,200)  7,804,037,400  7,995,722,800 191,685,400
Restricted Funds 4,196,817,500  4,209,275,300 12,457,800  4,085,205,200  4,098,334,700 13,129,500
Federal Funds 6,921,273,800  6,921,273,800 6,899,003,500  6,797,256,700 (101,746,800)
Road Fund 1,128,920,600  1,128,920,600 1,176,128,500  1,151,721,200 (24,407,300)
Bond Funds 350,000,000 450,000,000 100,000,000
Reaular Total Funds 20,083,460,700  20,158,504,300 75,043,600 20,072,974,600 20,151,635,400 78,660,800
Continuing 34,643,900 34,643,900 6,754,100 6,754,100
TOTAL FUNDS 20,118,104,600  20,193,148,200 75,043,600 20,079,728,700  20,158,389,500 78,660,800
1. EXPENDITURE CATEGORY
Personnel Costs 4,303,525,200  4,308,718,000 5,192,800  4,495.468,100  4,505,536,900 10,068,800
Operating Expenses 1,958,005,000  1,934,135,300 (23,869,700)  1,985,662,500  1,978,479,500 (7.183,000)
Grants, Loans, Benefits 11,757,552,700  11,750,805,200 (6,747,500) 11,923,565,200 11,941,136,200 17,571,000
Debt Service 555,056,100 555,524,100 468,000 659,910,300 726,375,400 66,465,100
Capital Outlay 142,821,600 142,821,600 139,883,900 140,533,900 650,000
Construction 1,401,144,000  1,501,144,000 100,000,000 875,238,700 866,327,600 (8,911,100)
TOTAL EXPENDITURES 20,118,104,600  20,193,148,200 75,043,600 20,079,728,700  20,158,389,500 78,660,800

I11.BASE LEVEL BUDGET BY FUND SOURCE
General Fund (Tobacco)
General Fund
Restricted Funds
Federal Funds
Road Fund
Bond Funds

Reqular Total Funds
Continuing
TOTAL BASE LEVEL

108,140,000
7,378,308,800
4,196,817,500
6,921,273,800
1,128,920,600

350,000,000

20,083,460,700

34,643,900
20,118,104,600

108,140,000
7,327,938,000
4,204,294,900
6,921,273,800
1,128,920,600

300,000,000

19,990,567,300

34,643,900
20,025,211,200

(50,370,800)
7,477,400

(50,000,000)
(92,893,400)

(92,893,400)

108,600,000
7,804,037,400
4,085,205,200
6,899,003,500
1,176,128,500

20,072,974,600
6,754,100

20,079,728,700

94,042,000
7,768,914,000
4,088,336,100
6,794,690,100
1,137,753,200

19,883,735,400
6,754,100

19,890,489,500

(14,558,000)
(35,123,400)
3,130,900
(104,313,400)
(38,375,300)

(189,239,200)

(189,239,200)

IV. ADDITIONAL BUDGET RECAP BY FUND SOURCE

General Fund (Tobacco)
General Fund

Restricted Funds
Federal Funds

Road Fund

Bond Funds

TOTAL ADDITIONAL

25

12,956,600
4,980,400

150,000,000
167,937,000

12,956,600
4,980,400

150,000,000
167,937,000

14,558,000
226,808,800
9,998,600
2,566,600
13,968,000

267,900,000

14,558,000
226,808,800
9,998,600
2,566,600
13,968,000

267,900,000
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY

Executive Branch
Summary Totals

. CAPITAL PROJECT RECAP BY FUND SOURCE
General Fund (Tobacco)
General Fund
Restricted Funds
Federal Funds
Road Fund
Bond Funds
Agency Bonds
Capital Construction Sur
Investment Income
Other Funds

TOTAL CAPITAL

4/25/2005 5:51:43 P!

Capital Budget

Fiscal Year 2004-2005 Fiscal Year 2005-2006

Bill as General Bill as General
Introduced Assembly Difference I ntroduced Assembly Difference
660,000 660,000
9,375,000 38,325,000 28,950,000 6,140,700 6,140,700
1,534,473,700 1,781,802,200 247,328,500 102,192,000 102,192,000
83,825,000 99,075,000 15,250,000 14,703,000 14,703,000
13,794,000 13,794,000 4,248,000 4,248,000
260,501,000 1,153,214,300 892,713,300 51,375,000 51,375,000
12,020,000 251,726,000 239,706,000
1,892,400 1,892,400 63,000 63,000
29,394,000 23,844,000 (5.550,000) 19,895,000 4,720,000 (15,175,000)
21,800,000 21,800,000 4,300,000 4,300,000
1,967,735,101 3,386,132,901 1,418,397,800 151,541,700 187,741,700 36,200,000
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BR-60 FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY

Judicial Branch Operating Budget
Summary Totals
Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

I. APPROPRIATIONS SUMMARY BY FUND SOURCE

General Fund 1,077,400 1,077,400
Reaular Total Funds 1,077,400 1,077,400
Continuing
TOTAL FUNDS 1,077,400 1,077,400

1. EXPENDITURE CATEGORY
Personnel Costs 1,077,400 1,077,400
TOTAL EXPENDITURES 1,077,400 1,077,400

1. BASE LEVEL BUDGET BY FUND SOURCE

General Fund 1,077,400 1,077,400
Reqular Total Funds 1,077,400 1,077,400
Continuing
TOTAL BASE LEVEL 1,077,400 1,077,400
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BR-60 4/25/2005 5:51:56 P!

FB 2004-2006 FINAL BUDGET MEMORANDUM - 2005 GENERAL ASSEMBLY

L egidative Branch Operating Budget
Summary Totals
Fiscal Year 2004-2005 Fiscal Year 2005-2006
Bill as General Bill as General
Introduced Assembly Difference Introduced Assembly Difference

I. APPROPRIATIONS SUMMARY BY FUND SOURCE

General Fund 108,100 108,100
Reaular Total Funds 108,100 108,100
Continuing
TOTAL FUNDS 108,100 108,100

1. EXPENDITURE CATEGORY
Personnel Costs 108,100 108,100

TOTAL EXPENDITURES 108,100 108,100

1. BASE LEVEL BUDGET BY FUND SOURCE

General Fund 108,100 108,100
Reaular Total Funds 108,100 108,100
Continuing
TOTAL BASE LEVEL 108,100 108,100
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FB 2004-2005 FINAL BUDGET MEMORANDUM
2005 GENERAL ASSEMBLY
BOND PROJECTS RECORD

Bill as General

Budget Unit Project Introduced Assembly Difference
|. STATE BOND PROJECTS
Government Operations
Governor's Office for Agricultural Policy Replace Tobacco Funds 17,000,000 17,000,000 -
Kentucky Infrastructure Authority Fund A 2,200,000 2,200,000 -
Kentucky Infrastructure Authority Fund F 2,600,000 2,600,000 -

Infrastructure for Economic Development Fund for Coal
Kentucky Infrastructure Authority Producing Counties 80,000,000 80,000,000
Infrastructure for Economic Development Fund for Tobacco

Kentucky Infrastructure Authority Counties 126,000,000 126,000,000
Military Affairs Various Facilities - Deferred Maintenance 2,300,000 2,300,000 -
Governor's Office for Local Development 1 Community Economic Growth Grant Program 10,000,000 10,000,000
Governor's Office for Local Development Southeast KY Agricultural Technology & Exhibition Center 12,000,000 12,000,000
Governor's Office for Local Development 2 Louisville Science Center 700,000 700,000
Governor's Office for Local Development 2EP. Tom Sawyer Park 400,000 400,000
Governor's Office for Local Development 2 Louisville Zoo 750,000 750,000
Governor's Office for Local Development Knox Partners Community Education Center 2,000,000 2,000,000
Commerce
Parks Parks Renovation Pool 35,000,000 35,000,000
Parks Herrington Lake Area Development Study 2,000,000 2,000,000
Parks Kincaid Lake Land Acquisition 500,000 500,000
Horse Park Commission Horse Park Indoor Arena - Design 1,500,000 1,500,000
State Fair Board State Fair Board Design East Wing/Hall Renovation Project 50,000,000 50,000,000
Economic Development
Secretary Crispus Attucks Small Business Incubator 250,000 250,000
Financial Incentives Economic Development Bond Pool 10,000,000 10,000,000 -
Financial Incentives ED Commercialization & Investment Bond Pool 5,000,000 5,000,000 -
Department of Education
Operations and Support Services KSD Various Major Maintenance 3,839,000 3,839,000 -
Operations and Support Services Arts Education Facilities Program 1,800,000 1,800,000
Operations and Support Services 2 | etcher County Central Vocational Center 2,000,000 2,000,000
Operations and Support Services 2 Russell County Learning Center 3,500,000 3,500,000
Operations and Support Services Rockcastle Area Vocational Technical School 8,000,000 8,000,000
Education Cabinet
Kentucky Educational Television Replace Roof - Network Center 1,000,000 1,000,000 -
School Facilities Construction Commission Offers of Assistance 67,735,000 67,735,000 -
School Facilities Construction Commission Additional Construction Cost 6,811,300 6,811,300
School Facilities Construction Commission Urgent Need School Trust Fund 91,536,000 91,536,000
Career and Technical Education 2 Butler County Area Vocational Center 1,500,000 1,500,000
Vocational Rehabilitation Replace Roof - Perkins Rehabilitation Center 1,320,000 1,320,000 -
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Bill as General

Budget Unit Project Introduced Assembly Difference
Environmental and Public Protection Cabinet
Environmental Protection State-Owned Dam Repair 1,000,000 1,000,000 -
Petroleum Storage Tank Assurance Fund Underground Storage Tank Program 25,000,000 25,000,000 -
Finance and Administration Cabinet
Controller Project Acceleration - Debt Service (Assume $50 Million) - -
Controller Phase Il Tobacco Settlement Payments 87,000,000 87,000,000
Facilities and Support Services Capitol Complex Il - Improve Site Infrastructure 6,000,000 6,000,000 -
Facilities and Support Services Statewide Repair, Maintenance & Replacement Fund 18,225,000 18,225,000
Facilities and Support Services Renovate State Office Building 35,000,000 35,000,000
Commonwealth Office of Technology UCJIS - Court Improvements (E Warrants) 4,500,000 4,500,000 -
Commonwealth Office of Technology Public Safety Communication Infrastructure - KEWS 26,768,000 13,768,000 (13,000,000)
Revenue Develop Streamlined Sales Tax Simplification System 14,062,000 14,062,000 -
Revenue Business Refund Off-set System 1,750,000 1,750,000 -
Revenue Collection System Interface - Phase | 1,500,000 1,500,000 -
Health and Family Services
General Administration and Program Support Safeguarding Children at Risk-Twist System Upgrade 2,205,000 2,205,000 -
General Administration and Program Support Network Infrastructure Upgrade 782,000 782,000 -
General Administration and Program Support Child Support Enforcement (KASES II) 2,040,000 2,040,000 -
Mental Health/Mental Retardation Upgrade HVAC Pipes & Electric - Glasgow 2,200,000 2,200,000 -
Mental Health/Mental Retardation Replace Roof - Oakwood 2,200,000 2,200,000 -
Public Health Upgrade Kasper System 5,000,000 5,000,000 -
Justice and Public Safety
State Police KSP - Records and Secure Evidence Facility 6,075,000 6,075,000
Corrections Management Replace Electronic Offender Management System - Phase | 5,000,000 5,000,000 -
Personnel

Replace Commonwealth's Personnel & Payroll System -

Personnel Phase | 25,000,000 25,000,000 -
Postsecondary Education
Council on Postsecondary Education CPE - Biotechnology Building/Shrimp Production 1,700,000 1,700,000
Council on Postsecondary Education CPE - Capital Renewal and Maintenance Pool 15,000,000 (15,000,000)
Eastern Kentucky University EKU Business/Technology Center, Phase Il 32,850,000 32,850,000
Eastern Kentucky University EKU Science Complex 5,000,000 5,000,000
Eastern Kentucky University Manchester Postsecondary Education Center 9,000,000 9,000,000
Kentucky State University KSU Hathaway Hall Renovation - Phase I 7,400,000 7,400,000
Kentucky State University KSU Young Hall Renovation 5,339,000 5,339,000
Morehead State University MoSU NASA Space Science Center 12,200,000 12,200,000
Morehead State University MoSU Health Science Classroom Building 1,500,000 1,500,000
Morehead State University Clay Community Center 1,500,000 1,500,000
Murray State University MuSU New Science Complex 15,000,000 15,000,000
Northern Kentucky University NKU Regional Special Events Center 54,000,000 54,000,000
University of Kentucky UK Biological/Pharmaceutical Complex 40,000,000 40,000,000
University of Kentucky UK Animal Diagnostic Center 8,500,000 8,500,000
University of Louisville UL Health Science Campus Research Facility, Phase Il 39,150,000 39,150,000
Western Kentucky University WKU Renovate Science Campus, Phase Il 33,000,000 33,000,000
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Bill as General

Budget Unit Project Introduced Assembly Difference
Western Kentucky University WKU Math & Science Academy Renovation 3,750,000 3,750,000
Kentucky Community and Technical College System  LCC Classroom/Class Lab Building 31,741,000 31,741,000
Kentucky Community and Technical College System  Gateway CTC - Expand Edgewood Campus 15,477,000 15,477,000
Kentucky Community and Technical College System  Ashland Technology Center 18,030,000 18,030,000
Kentucky Community and Technical College System  Warren County Technology Center 7,500,000 7,500,000 -
Kentucky Community and Technical College System  Somerset Aviation 1,650,000 1,650,000
Kentucky Community and Technical College System  Jefferson Community College 600,000 600,000
Kentucky Community and Technical College System  Owensboro Technology Center 13,088,000 13,088,000
Kentucky Community and Technical College System  Madisonville Technology Center 14,000,000 14,000,000
Kentucky Community and Technical College System  Franklin Technology Center 12,000,000 12,000,000
Kentucky Community and Technical College System  Henderson Community Technology Center 13,066,000 13,066,000

State Bond Fund Totals 260,501,000 1,204,589,300 944,088,300

Il. AGENCY BOND PROJECTS
Government Operations
Military Affairs Hanger/Warehouse/Office Buildings - Bluegrass Station 12,020,000 12,020,000 -
Commerce
State Fair Board Design East Wing/Hall Renovation Project 5,000,000 5,000,000
Economic Development
Secretary Airport Relocation Assistance 5,000,000 5,000,000
Eastern Kentucky University
Eastern Kentucky University Construct New Intramural Fields 2,300,000 2,300,000
Eastern Kentucky University Renovate Residence Hall 7,500,000 7,500,000
Kentucky State University
Kentucky State University KSU Various Projects Pool 1,000,000 1,000,000
Morehead State University
Morehead State University Expand Student Wellness Center 1,000,000 1,000,000
Morehead State University 3 Residential Hall Renovation/Improvement Pool 5,000,000 5,000,000
Murray State University
Murray State University Construct New Residential Hall Renovation/Improvement Pool 13,077,000 13,077,000
Northern Kentucky University
Northern Kentucky University Construct New Student Union Building 14,750,000 14,750,000
University of Kentucky
University of Kentucky Construct Patient Care Facility - Hospital 100,000,000 100,000,000
University of Kentucky Construct Student Health Facility 24,000,000 24,000,000
University of Kentucky UK Basketball Practice Facility 7,000,000 7,000,000
University of Louisville
University of Louisville Purchase and Renovate Home of the Innocents 8,031,000 8,031,000
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Bill as General
Budget Unit Project Introduced Assembly Difference
University of Louisville Construct Multipupose Fieldhouse & Practice Facility 8,000,000 8,000,000
University of Louisville Expand Cardinal Arena for Basketball and Office 9,548,000 9,548,000
Western Kentucky University
Western Kentucky University WKU Math & Science Academy Renovation 5,000,000 5,000,000
Western Kentucky University Student Health Services Clinic 4,000,000 4,000,000
Western Kentucky University Renovate and Expand Academic/Athletic Facilities 9,500,000 9,500,000
Western Kentucky University South Campus Parking and Dining 7,000,000 7,000,000
Western Kentucky University Prepare Information Technology Infrastructure 3,000,000 3,000,000
Agency Bond Fund Totals 12,020,000 251,726,000 239,706,000
IIl. ROAD FUND PROJECTS
4 Transportation
Turnpike Authority of Kentucky Economic Development Road Bonds 350,000,000 450,000,000 100,000,000
Road Fund Totals 350,000,000 450,000,000 100,000,000
RECAP
State Bond Fund Totals 260,501,000 1,204,589,300 944,088,300
Agency Bond Fund Totals 12,020,000 251,726,000 239,706,000
Road Fund Totals 350,000,000 450,000,000 100,000,000

Total Bonds 622,521,000

 Note: Bond Funds in the amount of $5 million in FY05 and $5 million in FY06 (A total of $10M) are authorized for the Community Economic Growth
Grant Program in the Governor's Office for Local Development. Debt service in the amount of $468,000 is appropriated in each year of the biennium.

2 Projects included in HB 350 as enacted.

3 Project included in HB 497 as enacted.

4 Included in the Transportation Cabinet's Highway budget is a Federal Fund appropriation in the amount of $18,838,300 in fiscal year 2005-2006 for
debt service on GARVEE bonds. The debt service will produce approximately $150 million in bond proceeds which will be used to finance road
construction projects on 1-64, I-65M and I-75.
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BILL ASINTRODUCED:
The State/Executive Branch Budget Bill, Part 11, Capital Projects Budget, includes the directives:

(1) Capital Construction Fund Appropriations and Reauthorizations: Moneys in the Capital Construction Fund are appropriated for
the following capital projects subject to the conditions and procedures in this Act. Items listed without appropriated amounts are previously
authorized for which no additional amount is required. These items are listed in order to continue their current authorization into the 2004-
2006 fiscal biennium. Unless otherwise specified, reauthorized projects shall conform to the original authorization enacted by the General
Assembly.

2 Expiration of Existing Line-Item Capital Construction Projects: All appropriations to existing line-item capital construction
projects expire on June 30, 2005, unless reauthorized in this Act with the following exceptions: (&) A construction contract for the project
shall have been awarded by June 30, 2005; (b) Permanent financing or a short-term line of credit sufficient to cover the total authorized
project scope shall have been obtained in the case of projects authorized for bonds; and (¢) Grant or loan agreements, if applicable, shall have
been finalized and properly signed by all necessary parties. Notwithstanding the criteria set forth in this section, the disposition of 2002-2004
biennium nonstatutory appropriated maintenance pools funded from Capital Construction Investment Income shall remain subject to the
provisions of KRS 45.770(4)(c) and (d).

3 New Bond Projects: Bond projects authorized for the first time in this Part which have debt service supported by state General Fund
appropriations are authorized in the first year of the biennium. Debt service has been included effective July 1, 2005, for those projects that
have progressed sufficiently to warrant the immediate sale of bonds, subject to the approval of the State Budget Director and the Secretary of
the Finance and Administration Cabinet. The sale of all other bonds to finance the remaining projects shall occur after August 1, 2005.

4 L apse of General Fund Debt Service Appropriationsfor Canceled Projects: If any authorized capital construction or major
equipment projects are canceled, any General Fund appropriated debt service for those same projects shall Iapse to the credit of the General
Fund.

(5) Bond Proceeds Investment Income: Investment income earned from bond proceeds beyond that which is required to satisfy Internal
Revenue Service arbitrage rebates and penalties and excess bond proceeds upon the completion of a bond-financed capital project may be
used to pay debt service according to the Internal Revenue Service Code and accompanying regulations. Notwithstanding KRS 48.010(13)(b),
48.720, or any section of this Act, any funds appropriated but not required to pay debt service because of this fund source substitution shall be
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credited to the Statewide Deferred Maintenance Fund account each year. Unneeded debt service resulting from any other circumstance shall
lapse in accordance with KRS 48.010(13)(b), 48.720, and other provisions of this Act except for the following: if the fund balance in the
Emergency Repair, Maintenance, and Replacement Fund falls below $5,000,000 in fiscal year 2004-2005, any debt service lapse necessary to
bring the fund balance to $5,000,000 in that fiscal year shall be credited to the Emergency Repair, Maintenance, and Replacement Fund. No
transfer to the Emergency Repair, Maintenance, and Replacement Fund, or the Statewide Deferred Maintenance Pool Account, shall be made
based on the above provisions if the lapse from other General Fund accounts is insufficient to meet appropriations approved in other Parts of
this Act.

(6) Appropriationsfor Projects Not Line-Itemized: Inasmuch as the identification of specific projectsin avariety of areas of the state
government cannot be ascertained with absolute certainty at this time, amounts are appropriated for specific purposes to projects which are
not individually identified in this Act in the following areas. Kentucky Infrastructure Authority Water and Sewer Projects; Repair of State-
Owned Dams; Land Acquisition; Property Demoalition; Guaranteed Energy Savings projects; Wetland and Stream Mitigation; Phase |
Tobacco Settlement Agricultural Development Initiative; Economic Development projects which shall include authorization for the High-
Tech Construction Pool and the High-Tech Investment Pool; Infrastructure projects; the Capital Renewal and Maintenance Bond Pool; and
University Major Items of Equipment Pools. Any projects estimated to cost over $400,000 and equipment estimated to cost over $100,000
shall be reported to the Capital Projects and Bond Oversight Committee. All moneys transferred to the Finance and Administration Cabinet
for capital construction from any appropriations, including income from investments, shall be expended, accounted for, and otherwise treated
in the same manner as funds appropriated directly to the Finance and Administration Cabinet for capital construction.

GENERAL ASSEMBLY
The Genera Assembly concurs with the Bill as Introduced with the following changes:

2 Expiration of Existing Line-ltem Capital Construction Projects: All appropriations to existing line-item capital construction
projects expire on June 30, 2005, unless reauthorized in this Act with the following exceptions: (&) A construction contract for the project
shall have been awarded by June 30, 2005; (b) Permanent financing or a short-term line of credit sufficient to cover the total authorized
project scope shall have been obtained in the case of projects authorized for bonds; (c) Grant or loan agreements, if applicable, shall have
been finalized and properly signed by all necessary parties; and (d) Any capital construction project authorized pursuant to actions approved
by the 2003 General Assembly in House Bill 269 (2003 Ky. Acts chapter. 156, Part 11, R. Coal Severance Tax Projects), unless otherwise
provided for in this Act, is deemed to be reauthorized up to the total amount of receipts allocated to the single county account at the end of
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fiscal year 2003-2004. Notwithstanding the criteria set forth in this section, the disposition of 2002-2004 biennium nonstatutory appropriated
maintenance pools funded from Capital Construction Investment Income shall remain subject to the provisions of KRS 45.770(4)(c) and (d).

(6) Appropriationsfor Projects Not Line-Itemized: Inasmuch as the identification of specific projectsin avariety of areas of the state
government cannot be ascertained with absolute certainty at this time, amounts are appropriated for specific purposes to projects which are
not individually identified in this Act in the following areas:. Kentucky Infrastructure Authority Water and Sewer Projects; Repair of State-
Owned Dams; Land Acquisition; Property Demolition; Guaranteed Energy Savings projects; Wetland and Stream Mitigation; Phase |
Tobacco Settlement Agricultural Development Initiative; Economic Devel opment projects which shall include authorization for the High-
Tech Construction Pool and the High-Tech Investment Pool; Military Affairs Various Facilities Deferred Maintenance; Parks Renovation
Pool; Education - Various Mg or Maintenance, Kentucky School for the Deaf; Statewide Repair, Maintenance, and Replacement Pool;
Infrastructure projects; the Kentucky State University Various Projects Pool; and University Major Items of Equipment Pools. Any projects
estimated to cost over $400,000 and equipment estimated to cost over $100,000 shall be reported to the Capital Projects and Bond Oversight
Committee. All moneys transferred to the Finance and Administration Cabinet for capital construction from any appropriations, including
income from investments, shall be expended, accounted for, and otherwise treated in the same manner as funds appropriated directly to the
Finance and Administration Cabinet for capital construction.
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BILL ASINTRODUCED
The State/Executive Branch Budget Bill, Part 11, Genera Provisions, includes the following directives:

1. Funds Designations and Sour ces. Restricted Funds designated in the biennial budget bills are classified in the state financial
records and reports as the Agency Revenue Fund, State Enterprise Funds (State Parks, State Fair Board, Insurance Administration, and
Kentucky Horse Park), Internal Services Funds (Fleet Management, Computer Services, Correctional Industries, Central Printing,
Risk Management, and Property Management), and selected Fiduciary Funds (Other Expendable Trust Funds). Separate funds records
and reports shall be maintained in a manner consistent with the branch budget bills.

The sources of Restricted Funds appropriations in this Act shall include al fees (which includes fees for room and board, athletics,
and student activities) and rentals, admittances, sales, bond proceeds, licenses collected by law, gifts, subventions, contributions,
income from investments, and other miscellaneous receipts produced or received by a budget unit, except as otherwise specifically
provided, for the purposes, use, and benefit of the budget unit as authorized by law. Restricted Funds receipts shall be credited and
allotted to the respective fund or account out of which a specified appropriation is made in this Act. All receipts of Restricted Funds
shall be deposited in the State Treasury and credited to the proper account as provided in KRS Chapters 12, 42, 45, and 48.

The sources of Federal Funds appropriations in this Act shall include federal subventions, grants, contracts, or other Federal Funds
received, income from investments, and other miscellaneous federal receipts received by a budget unit, the Unemployment
Compensation Fund, except as otherwise provided, for the purposes, use, and benefit of the budget unit as authorized by law. Federal
Funds receipts shall be credited and allotted to the respective fund account out of which a specified appropriation is made in this Act.
All Federal Funds receipts shall be deposited in the State Treasury and credited to the proper account as provided in KRS Chapters 12,
42, 45, and 48.

2. Expenditure of Excess Restricted Funds or Federal Funds Receipts: If receipts received or credited to the Restricted Funds
accounts or Federal Funds accounts of a budget unit during fiscal year 2004-2005 or fiscal year 2005-2006, and any balance
forwarded to the credit of these same accounts from the previous fiscal year, exceed the appropriation made by specific sum for these
accounts of the budget unit as provided in Part |, Operating Budget, of this Act, for the fiscal year in which the excess occurs, the
excess funds in the accounts of the budget unit shall become available for expenditure for the purpose of the account during the fiscal
year only upon compliance with the conditions and procedures specified in KRS 48.400, 48.500, 48.600, 48.605, 48.610, 48.620,
48.630, 48.700, 48.705, 48.710, 48.720, 48.730, 48.800, and 48.810 and this Act, and with the authorization of the State Budget

41



04/20/05 1:13 PM

Fiscal Biennium 2004-2006
BUDGET MODIFICATION REPORT
Part 11 —GENERAL PROVISIONS

Director and approval of the Secretary of the Finance and Administration Cabinet.

Prior to authorizing the appropriation of any excess, unbudgeted Restricted Funds pursuant to this section, the State Budget Director
and the Secretary of the Finance and Administration Cabinet shall review the adequacy of the General Fund Surplus Account with
respect to its availability to support Necessary Government Expenses. In the event that General Fund Surplus Account moneys are
determined by this review to be adequate to meet known or anticipated Necessary Government Expenses during fiscal year 2004-2005
or fiscal year 2005-2006, respectively, then the appropriation increase may be approved. In the event that the review indicates that
there are insufficient funds available or reasonably estimated to become available to the General Fund Surplus Account to meet known
or projected Necessary Government Expenses for the fiscal years enumerated above, the State Budget Director, with the concurrence
of the Secretary of the Finance and Administration Cabinet, may disapprove the request for additional Restricted Funds expenditure
authority and may direct the excess Restricted Funds identified to the General Fund Surplus Account in order to meet Necessary
Government Expense obligations. The results of any review shall be reported to the Interim Joint Committee on Appropriations and
Revenue in accordance with KRS 48.400, 48.500, 48.600, 48.605, 48.610, 48.620, 48.630, 48.700, 48.705, 48.710, 48.720, 48.730,
48.800, and 48.810.

Any request made by a budget unit pursuant to KRS 48.630 that relates to Restricted Funds or Federal Funds shall include
documentation showing a comparative statement of revised estimated receipts by fund source and the proposed expenditures by
proposed use, with the appropriated sums specified in the Budget of the Commonwealth, and statements which explain the cause,
source, and use for any variances which may exist.

Each budget unit shall submit its reports in print and electronic format consistent with the Restricted Funds and Federa Funds records
contained in the fiscal biennium 2004-2006 Branch Budget Request Manual and according to the following schedule in each fiscal
year: () On or before the beginning of each fiscal year; (b) On or before October 1; (¢) On or before January 1; and (d) On or before
April 1.

3. Appropriations Expenditure Purpose and Transfer Restrictions. Funds appropriated in this Act shall not be expended for any
purpose not specifically authorized by the General Assembly in this Act nor shall funds appropriated in this Act be transferred to or
between any cabinet, department, board, commission, institution, agency, or budget unit of state government unless specifically
authorized by the General Assembly in this Act and the provisions of KRS 48.400, 48.500, 48.600, 48.605, 48.610, 48.620, 48.630,
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48.700, 48.705, 48.710, 48.720, 48.730, 48.800, and 48.810. Compliance with the provisions of this section shall be reviewed and
determined by the Interim Joint Committee on Appropriations and Revenue.

4. Permitted Appropriation Obligations: No state agency, cabinet, department, office, or program shall incur any obligation against
the General Fund or Road Fund appropriations contained in this Act unless the obligation may be reasonably determined to have been
contemplated in the enacted budget and is based upon supporting documentation considered by the General Assembly, legidlative and
executive records, and the statutory budget memorandum.

5. Lapse of General Fund or Road Fund Appropriations Supplanted by Federal Funds. Any General Fund or Road Fund
appropriation made in anticipation of alack, loss, or reduction of Federal Funds shall Iapse to the General Fund or Road Fund Surplus
Account, respectively, to the extent the Federal Funds otherwise become available.

6. Federally Funded Agencies: A state agency entitled to Federal Funds which would represent 100 percent of the cost of a program
shall conform to KRS 48.730.

7. Lapse of General Fund or Road Fund Excess Debt Service Appropriations: Pursuant to KRS 48.720, any excess General Fund
or Road Fund debt service shall lapse to the respective surplus account unless otherwise directed in this Act.

8. Interim Appropriation I ncreases. No appropriation from any fund source shall exceed the sum specified in this Act until the
agency has documented the necessity, purpose, use, and source, and the documentation has been submitted to the Interim Joint
Committee on Appropriations and Revenue for its review and action in accordance with KRS 48.630. Proposed revisions to an
appropriation contained in the enacted State/Executive Budget or allotment of an unbudgeted appropriation shall conform to the
conditions and procedures of KRS 48.630 and this Act.

Notwithstanding KRS 48.630(3), (4), and (5), any proposed and recommended actions to increase appropriations for funds specified in
Section 2 of this Part shall be scheduled consistent with the timetable contained in that section in order to provide continuous and
timely budget information.

9. Revision of Appropriation Allotments: Allotments within appropriated sums for the activities and purposes contained in the
enacted State/Executive Budget shall conform to KRS 48.610 and may be revised pursuant to KRS 48.605 and this Act.
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10. Continuing Appropriations: All statutes and portions of statutes in conflict with any of the provisions of this Act, to the extent of
the conflict, are suspended unless otherwise provided by this Act.

11. Construction of Budget Provisions on Statutory Budget Administration Powers and Duties. Nothing in this Act is to be
construed as amending or atering the provisions of Chapters 42, 45, and 48 of the Kentucky Revised Statutes pertaining to the duties
and powers of the Secretary of the Finance and Administration Cabinet except as otherwise provided in this Act.

12. Interpretation of Appropriations: All questions that arise in interpreting any appropriation in this Act as to the purpose or
manner for which the appropriation may be expended shall be decided by the Secretary of the Finance and Administration Cabinet
pursuant to KRS 48.500, and the decision of the Secretary of the Finance and Administration Cabinet shall be final and conclusive.

13. Publication of the Budget of the Commonwealth: The State Budget Director shall cause the Governor's Office for Policy and
Management, within 60 days of adjournment of the 2005 Regular Session of the General Assembly, to publish a final enacted budget
document, styled the Budget of the Commonwealth, based upon the Legidative Budget, State/Executive Budget and Judicial Budget
as enacted by the 2004 Regular Session, the 2004 Extraordinary Session, and the 2005 Regular Session of the General Assembly as
well as other Acts which contain appropriation provisions for the 2004-2006 fiscal biennium, and based upon supporting
documentation and legidlative records as considered by the 2004 Regular Session, the 2004 Extraordinary Session, and the 2005
Regular Session of the General Assembly, and the statutory budget memorandum. This document shall include, for each agency and
budget unit, a consolidated budget summary statement of available regular and continuing appropriated revenue by fund source,
corresponding appropriation allocations by program or subprogram as appropriate, budget expenditures by principal budget class and
for the State/Executive Budget, and any other fiscal data and commentary considered necessary for budget execution by the
Governor's Office for Policy and Management and oversight by the Interim Joint Committee on Appropriations and Revenue. The
enacted State/Executive Budget shall be revised or adjusted only upon approval by the Governor's Office for Policy and Management
as provided in each Part of this Act and by KRS 48.400, 48.500, 48.600, 48.605, 48.610, 48.620, 48.630, 48.700, 48.705, 48.710,
48.720, 48.730, 48.800, and 48.810, and upon review and action by the Interim Joint Committee on Appropriations and Revenue.

14. State Financial Condition: Pursuant to KRS 48.400, the State Budget Director shall monitor and report on the financial condition
of the Commonwealth.

15. Prorating Administrative Costs: The Secretary of the Finance and Administration Cabinet is authorized to establish a system or
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formula or a combination of both for prorating the administrative costs of the Finance and Administration Cabinet, the Department of
Treasury, and the Office of the Attorney General relative to the administration of programs in which there is joint participation by the
state and federal governments for the purpose of receiving the maximum amount of participation permitted under the appropriate
federal laws and regulations governing the programs. The receipts and allotments under this section shall be reported to the Interim
Joint Committee on Appropriations and Revenue prior to any transfer of funds.

16. Construction of Budget Provisions Regar ding Executive Reor ganization Orders: Nothing in this Act shall be construed to
confirm or ratify, under KRS 12.027 or 12.028, any executive reorganization order unless the executive order was confirmed or
ratified by appropriate amendment to the Kentucky Revised Statutesin an Act of the 2003 Regular Session of the General Assembly
or another Act of the 2004 Regular Session of the General Assembly. If any executive reorganization order issued from sine die
adjournment of the 2003 Regular Session to sine die adjournment of the 2004 Regular Session was not confirmed by the 2004 Regular
Session of the General Assembly, the Secretary of the Finance and Administration Cabinet shall, in consultation with agency heads
and with notification to the L egislative Research Commission, transfer the balance of funds for any affected program or function for
fiscal year 2003-2004 and any related appropriations and funds for each of the next two fiscal years from the budget unit in which the
program or function was placed by the executive reorganization order to the budget unit in which the program or function resided
prior to the reorganization action or in which it was placed by action of the 2004 Regular Session of the General Assembly.

17. Continuation of Public Services. The General Assembly hereby appropriates for fiscal year 2004-2005 funds required for those
expenditures that have been approved by the Secretary of the Finance and Administration Cabinet and which have been paid, or for
which a check has been written by the Office of the State Treasurer in accordance with Executive Order 2004-650, Executive Order
2004-1092, and Executive Order 2004-1373. The above provisions shall apply to periods preceding the effective date of this Act.

18. Budget Planning Report: By August 15, 2005, the State Budget Director, in conjunction with the Consensus Forecasting Group,
shall provide to each branch of government, pursuant to KRS 48.117, a budget planning report.

19. Tax Expenditure Revenue L oss Estimates. By October 15, 2005, the Office of State Budget Director shall provide to each
branch of government detailed estimates for the General Fund and Road Fund for the current and next two fiscal years of the revenue
loss effected by tax expenditures. The Department of Revenue shall provide assistance and furnish data which is not restricted by KRS
131.190. "Tax expenditure” means an exemption, exclusion, or deduction from the base of atax, a credit against the tax, a deferral of a
tax, or a preferential tax rate. The estimates shall include for each tax expenditure the amount of revenue loss, a citation of the legal
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authority for the tax expenditure, the year in which it was enacted, and the tax year in which it became effective.

20. Duplicate Appropriations. Any appropriation item and sum in Parts | to XI1I of this Act and in an appropriation provision in any
Act of the 2004 Regular Session, 2004 Extraordinary Session and 2005 Regular Session, which constitute a duplicate appropriation
shall be governed by KRS 48.312.

21. Priority of Individual Appropriations: KRS 48.313 shall control when atotal or subtotal figure in this Act conflicts with the
sum of the appropriations of which it consists.

22. Severability of Budget Provisions. Appropriation items and sums in Parts | to XII1 of this Act shall conform to KRS 48.311. If
any section, any subsection, or any provision is found by a court of competent jurisdiction in afinal, unappealable order to be invalid
or unconstitutional, the decision of the courts shall not affect or impair any of the remaining sections, subsections, or provisions.

23. Unclaimed L ottery Prize Money: For fisca year 2004-2005 and fiscal year 2005-2006, all unclaimed lottery prize money under
KRS 154A.110(3) shall be credited to the Student Financial Aid and Advancement Trust Fund to be held as a subsidiary account
within the Finance and Administration Cabinet for the purpose of funding the Kentucky Excellence in Education Scholarship (KEES)
Program as appropriated in this Act. If the Kentucky Higher Education Assistance Authority certifies to the State Budget Director that
the appropriations in this Act for the KEES Program under the existing award schedule are insufficient to meet funds required for
eligible applicants, then the State Budget Director shall provide the necessary allotment of funds in the balance of the Subsidiary
Account to fund the KEES Program. Actions taken under this section shall be reported to the Interim Joint Committee on
Appropriations and Revenue on atimely basis.

24. Technology Trust Fund: The Technology Trust Fund is the Technology Trust Fund established by 1996 Ky. Acts ch. 380, Part
X, to empower Kentucky state government through technology and redesigned business systems, and additional amounts made
available and appropriated to it by 1998 Ky. Acts ch. 615, Part X.

Appropriations allotted from the Technology Trust Fund for each project, initiative, or system, as well as all other associated resources
made available from regular appropriations for the same purpose from a budget unit shall be transferred and credited to, and accounted
for and expended from, a discrete account established for the individua project, initiative, or system item. In addition to the General

Fund appropriations for the Technology Trust Fund, Restricted Funds, Federal Funds, the Road Fund, private funds, and any matching
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fund appropriations required are appropriated in support of the projects and priorities previously identified by the Empower Kentucky
Steering Committee. However, notwithstanding KRS 45.760(14), 45.770, 45.780, and 45.800, no funds from the Emergency Repair,
Maintenance, and Replacement Account shall be used for Technology Trust Fund projects, systems, or initiatives.

25. General Fund and Road Fund Budget Reduction Plans and Orders. The General Assembly acknowledges that during fiscal
year 2003-2004 the General Fund revenues were less than the enacted estimates pursuant to KRS 48.120(3) and that the 2002 General
Assembly had enacted the legidative branch budget bill in 2002 Ky. Acts ch. 172 and the 2003 General Assembly had enacted the
executive and judicia branch budget billsin 2003 Ky. Acts chs. 14 and 156 as contained in the Appendices to KRS Chapter 47 based
upon the anticipated revenue estimates.

The 2003 General Assembly enacted the 2002-2004 biennium General Fund Budget Reduction Plan for fiscal year 2003-2004 in 2003
Ky. Acts ch. 156, Part VI, for state government pursuant to KRS 48.130(1) and (3). These statutes and Acts provide direction and
authority by which the heads of the executive, judicial, and legidative branches shall revise and reduce appropriations and allotments
and other deficit alleviation actions for their respective branch budget units under KRS 48.130(4).

Notwithstanding KRS 48.130 and 48.600, the General Assembly confirms, adopts, and enacts the revised General Fund appropriation
levels for the budget units of the Executive Branch identified in General Fund Budget Reduction Order 04-01 and confirms and enacts
the advances, transfers, and lapses to the General Fund of non-General Fund moneys identified in General Fund Budget Reduction
Order 04-01.

The 2003 General Assembly enacted the 2002-2004 biennium Road Fund Budget Reduction Plan for fiscal year 2003-2004 in 2003
Ky. Actsch. 156, Part VI, for state government pursuant to KRS 48.130(1) and (3). These statutes and Acts provide direction and
authority by which the head of the Executive Branch shall revise and reduce appropriations and allotments and other deficit alleviation
actions for the Executive Branch budget units under KRS 48.130(4).

Notwithstanding KRS 48.130 and 48.600, the General Assembly confirms, adopts, and enacts the revised Road Fund appropriation
levels for the budget units of the Executive Branch identified in Road Fund Budget Reduction Order 04-01 and confirms and enacts
the advances, transfers, and lapses to the Road Fund of non-Road Fund moneys identified in Road Fund Budget Reduction Order 04-
01.
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26. State Purchases of Motor Vehicle Liability Insurance: Notwithstanding any provision of the Kentucky Revised Statutes, to the
extent that any governmental agency purchases motor vehicle liability insurance, sovereign immunity shall be waived to the extent of
the insurance coverage.

27. Excess Tobacco Master Settlement Agreement Funds: Notwithstanding KRS 248.654, al Master Settlement Agreement -
Phase | payments in excess of the amounts appropriated in Part |, Operating Budget, of this Act shall be retained in the General Fund.

28. Salesand Use Tax Collection and Remittance Compensation: Notwithstanding KRS 139.570, for the periods after June 30,
2005, the total reimbursement allowed per taxpayer in any month shall not exceed $1,500. Notwithstanding KRS 139.240, 139.250 or
139.700, after the effective date of this Act, separate permit numbers for a taxpayer with different business locations shall not be
issued.

29. Abandoned Property Receipts/General Fund: Notwithstanding KRS 393.015, all abandoned property receipts collected, net of
claims paid, in fiscal year 2004-2005 and fiscal year 2005-2006 shall be available for appropriation to the General Fund.

30. Abandoned Property Held by Financial I nstitutions: Notwithstanding KRS 393.060, the dormancy period for property held or
owing by a banking or financial institution, other than traveler's checks, shall be three years rather than seven years.

31. Sale of Abandoned Property by Treasury Department: Notwithstanding KRS 393.125, the department, within three years of
the receipt of abandoned property, shall sell the property. A person making a claim of securities held less than three years by the
department and sold by the department shall only be entitled to the proceeds of the sale of securities, less any deduction for expenses
of the sale.

32. Deduction for Taxes Paid to Foreign Countries. Notwithstanding KRS 141.010(11)(a), effective for taxable years beginning
after December 31, 2003, the deduction for taxes paid to foreign countries is not allowable.

33. Salesand Use Tax on Natural Gas Distribution Services: Notwithstanding KRS 139.200, effective June 1, 2005, distribution,
transmission or transportation services for natural gas that is for storage, use or otherwise consumption in this state shall be retail sales
subject to sales and use tax except for charges for these services to a seller or re-seller of natural gas or to residential customers as
defined in KRS 139.470(8).
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34. Premium and Retaliatory Taxes: Notwithstanding KRS 304.17B-021(4)(d), premium taxes collected under KRS Chapter 136
from any insurer and retaliatory taxes collected under KRS 304.3-270 from any insurer shall be credited to the Genera Fund.

35. Refund of Sales Tax Paid on Communication Services. Notwithstanding KRS 139.505, all applicants filing on or after June 1,
2003, for the refundable credit for sales tax paid on communications service shall comply with the following: any business whose
interstate communications service, subject to the sales tax imposed under KRS Chapter 139 and deducted for federal income tax
purposes, exceeds five percent of the business's Kentucky gross receipts during the preceding calendar year is entitled to a refundable
credit if the business's annual Kentucky gross receipts are equal to or more than $1,000,000, and the magjority of the interstate
communications service billed to a Kentucky service address for the annual period is for communications service originating outside
of this state and terminating in this state.

The refundable credit shall be equal only to the sales tax paid on the difference by which the interstate communications service
purchased by the business exceeds five percent of the business's Kentucky gross receipts.

To facilitate the administration of the refundable tax credit, the Department of Revenue shall grant eligible businesses which apply for
the tax credit permission to directly report and pay the sales tax applicable to the purchase of communications service. Once the
business receives permission to directly report and pay the tax, refunds of the tax paid on communications service shall not include
any sales tax collected and paid by a communications service provider to the Department of Revenue.

36. Motor Fuels: Notwithstanding KRS 138.210(10) and 138.220, for the purpose of establishing the floor for calculating the excise
tax, the average wholesale price shall not be less than $1.22.

37. Motor Vehicle Usage Tax At Titling: Notwithstanding KRS 138.450, 138.460, 138.465, and 138.470:
(1) The motor vehicle usage tax shall be computed and collected at the time of titling of the vehicle; and

(2) Motor vehicles titled but not registered which are to be held for a period of less than 180 days for the purpose of repair,
transport, or resale and which will be driven no more than 100 miles by the new title holder shall not have to pay the usage
tax at the time of titling. If such vehicles are subsequently registered or driven for more than 100 miles, the owner shall be
responsible for payment of the tax that would have been paid when the vehicle was titled.
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38. Reallocation of Appropriations Among Budget Units: The Executive Branch shall implement appropriate actions necessary to
operate within the appropriations authorized in this Act. The General Assembly recognizes that Executive Branch agency heads may
determine it to be necessary to modify the actual budget unit expenditure totals within each cabinet and agency in order to manage
within the available resources provided in this Act in order to execute prescribed administrative and program directives.
Notwithstanding KRS 48.140(7), the Secretary of any cabinet, the Commissioner of the Department of Education, and other agency
heads are authorized to request revisions or reallocations in appropriation authority among budget units under their administrative
authority for the purpose of implementing this Act. Prior to requesting any reallocation between appropriation units, the Secretary of
any cabinet, the Commissioner of the Department of Education, and other agency heads shall submit a request to the Office of State
Budget Director to transfer General Fund and Restricted Funds appropriation authority within their respective cabinet or agency. Such
requests shall specify the need for the transfer of the authority. Any transfers made within the respective cabinet or agency under this
section for any cabinet, agency, or the Department of Education shall result in no change to the total amounts appropriated. Any
transfers made within the respective cabinet or agency under this section shall be made pursuant to KRS 48.500 and shall be reported,
in writing, to the Interim Joint Committee on Appropriations and Revenue.

39. Appropriation of Budget Reserve Trust Fund: Pursuant to KRS 48.705, $13,277,300 from the Budget Reserve Trust Fund is
available in fiscal year 2004-2005 to be appropriated by the General Assembly in this Act.

40. Designated General Fund Carry Forward: Notwithstanding KRS 48.700, KRS 48.705 and the provisions of Parts|, II, and VI
of this Act, atotal of $192,531,100 in the undesignated fiscal year 2004-2005 General Fund balance shall be carried forward and is
appropriated in fiscal year 2005-2006.

GENERAL ASSEMBLY
The General Assembly concurs with the Bill as Introduced with the following changes:

The following items were deleted and renumbering occurred where applicable:

The language pertaining to Continuation of Public Service was deleted.
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The language pertaining to General Fund and Road Fund Budget Reduction Plans and Orderswas deleted.
The language pertaining to State Purchases of Motor Vehicle Liability I nsurancewas deleted.

The language pertaining to Deduction for Taxes Paid to Foreign Countries was deleted.

The language pertaining to Sales and Use Tax on Natural Gas Distribution Services was deleted.

The language pertaining to Refund of Sales Tax Paid on Communication Services was deleted.

The language pertaining to Motor Fuels was deleted.

The language pertaining to Motor Vehicle Usage Tax At Titling was deleted.

The language pertaining to Reallocation of Appropriations Among Budget Units was deleted.
The following items were amended as follows:

" 7. Lapse of Excess General Fund or Road Fund Debt Service Appropriations. Pursuant to KRS 48.720, any excess General
Fund or Road Fund debt service shall lapse to the respective surplus account unless otherwise directed in this Act.”

"43. Appropriation of Budget Reserve Trust Fund: Pursuant to KRS 48.705, $35,277,300 from the Budget Reserve Trust Fund is
available in fiscal year 2004-2005 to be appropriated by the General Assembly in this Act.”

"44. Undesignated General Fund Carry Forward: Notwithstanding KRS 48.700 and 48.705 and other Parts of this Act, the
Secretary of the Finance and Administration Cabinet shall determine and certify, within 30 days of the close of fiscal year 2004-2005,
the actual amount of undesignated balance of the General Fund for the year just ended. The amounts from the undesignated fiscal year
2004-2005 Genera Fund balances (General Fund Surplus Account, KRS 48.700) that are designated and carried forward for budgeted
purposes in the 2004-2006 fiscal biennium shall be determined by the State Budget Director during the close of the respective fiscal
year and shall be reported to the Interim Joint Committee on Appropriations and Revenue within 30 days of the close of the fiscal
year. The General Fund undesignated balance in excess of the amount designated for budgeted purposes under this section shall be
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made available for the General Fund Surplus Expenditure Plan contained in Part V11 of this Act unless otherwise provided in this
Act."

The following items were added:

"30. Use Tax on Salesof Printing or Direct Mail Advertising Materials: Notwithstanding KRS 139.340, acommercia printer or
mailer engaged in business in this state shall not be required to collect use tax on sales of printing or direct mail advertising materials
that are both printed out of state and delivered out of state to the United States Postal Service for mass mailing to third-party Kentucky
residents who are not purchasers of the advertising materials if the commercia printers or mailers:

a Maintain records relating to these sales to assist in the collection of the use tax owed; and

b. File reports as provided in KRS 139.730 if requested by the Revenue Cabinet.

If the commercia printer or mailer complies with these reporting provisions, the purchaser of the printing or direct mail advertising
materials described in this section shall have sole responsibility for payment of the use tax imposed in KRS 139.310."

" 31. Office Space: Pursuant to KRS 56.463(4)(b), the legidative branch had and has the legal authority to occupy certain space in the
New State Capitol Annex, as of certain occupancy dates described by the October 1, 2003, Resolution of the Legidlative Research
Commission. On or before September 1, 2005, the Secretary of the Finance and Administration Cabinet shall ensure that the New
State Capitol Annex space allocated to the legidative branch by KRS 56.463(4)(b), and designated for occupancy by the October 1,
2003, Resolution of the Legidative Research Commission adopted pursuant to KRS 56.463(4)(b) and as specified in subsections (a)
through (c) below, shall be vacated by the executive branch and available for immediate occupancy by the legislative branch as
follows:

@ The legidative branch shall occupy the following additional space on the first floor of the Capitol Annex: Going west from the
center (north/south) hallway on the first floor, all space (approximately 12,032 square feet) south of the east/west hallway to and
including the eighth pilaster, except for the elevators, public restrooms, and mechanical maintenance areas. The occupancy of the
gpace described in this subsection shall be effective on or before September 1, 2005;

(b) The legidative branch shall occupy the following additional space in the basement of the New State Capitol Annex: In the
east/west hallway, west of the center (north/south) hallway in the basement, all space (approximately 2,248 square feet) in the area
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between the LRC Computer Room and the Mechanical Room (Room 079), and which is currently referred to as Rooms 069, 071, 073,
and 075. The occupancy of the space described in this subsection shall be effective on or before September 1, 2005; and

(© The legidative branch shall occupy the following additional space on the second, third, and fourth floors of the New State
Capitol Annex: Going west from the center (north/south) hallway on each floor, all space (approximately 11,648 square feet on each
floor) north and south of the east/west hallway to and including the ninth pilaster, except for the elevators, public restrooms, and
mechanical maintenance areas. The occupancy of the space described in this subsection shall be effective on or before September 1,
2005.

The Secretary of the Finance and Administration Cabinet shall be authorized to lease such additional space as may be necessary to
comply with the provisions of this section.

Expenditures required by the implementation of this section by the executive branch shall be deemed necessary government expenses
and shall be paid from the General Fund Surplus Account (KRS 48.700) or the Budget Reserve Trust Fund Account (KRS 48.705) or,
if the expenditures required to implement this section exceed the funds available in those accounts, notwithstanding KRS 45.770, the
Finance and Administration Cabinet shall transfer sufficient funds in the Capital Construction and Equipment Purchase Contingency
Account to a capital project account to be used for expenditures necessary to implement the requirements of this section. Prior to
making atransfer, the Finance and Administration Cabinet shall present the proposed transfer to the Capital Projects and Bond
Oversight Committee for review at least 14 days prior to a meeting of the committee as required by KRS 45.800. No portion of funds
transferred for this purpose shall be used for capital improvements or any other purpose.

If the Secretary of the Finance and Administration Cabinet fails or refuses to fully and timely comply with the requirements of this
section, the Legidative Research Commission may petition the Franklin Circuit Court for a writ of mandamus to compel the
Secretary's compliance with the requirements of this section.

Any expenditure authorized by the Legidlative Research Commission relating to implementation of KRS 56.463(4)(b) and funded by

previous appropriations to the legidative branch shall not be governed by KRS 7A.010, 7A.120, 45.750 to 45.810, 48.010(14), and
48.020."
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" 32. Reduction In State Utility Costs: The Finance and Administration Cabinet is hereby directed to continue to review current
practices to reduce energy costs to achieve a government-wide savings of total utility costs. The Cabinet is empowered to utilize
expertise in the Department of Natural Resources, the Public Service Commission, and other agencies to accomplish this goal.”

" 33. Cdlular Telephones/Electronic Devices: By 90 days after the effective date of this Act, the Secretary of the Finance and
Administration Cabinet shall review the use of cellular telephones and other types of electronic communication devices and issue
guidelines to state agencies specifying criteria to document the need for such equipment. A copy of the guidelines shall be transmitted
to the Interim Joint Committee on Appropriations and Revenue at the time of issuance.”

" 34. Printing: The General Assembly declares that the financial condition of the Commonwealth requires that the Secretary of the
Finance and Administration Cabinet shall review all state printing, including publications and the associated cost of storage,
distribution, and advertising and direct all state agencies to use Internet and other electronic technology to provide public access to the
fullest extent possible in order to reduce costs.”

" 35. Travel Expenditures: All state agencies shall continue to monitor all travel expenditures and shall utilize state parks or other
state facilities to the fullest extent feasible. The Secretary of the Finance and Administration Cabinet shall review all out-of-state travel
requests for three or more state employees to attend the same destination or event and shall approve the requests if deemed necessary."

" 36. Blue Ribbon Panel on Public Employee Health Benefits: The Blue Ribbon Panel on Public Employee Health Benefits,
established in 2004 (Extra. Sess.) Ky. Actsch 1, sec 7, subsec. (1), (HB 1) shall submit awritten report and proposed legidation to the
L egislative Research Commission, the Governor, and the Chief Justice of the Supreme Court no later than August 1, 2005."

" 37. Kentucky Wineand Vine Fest: The Kentucky Wine and Vine Fest of Nicholasville, Kentucky, is named and designated as the
official state wine festival."

" 38. School District Efficiency and Effectiveness Review: The Office of Education Accountability is directed to conduct an
inventory and assessment of indicators that may be used to analyze financia, academic, and demographic data in order to evaluate
school performance. The inventory and assessment shall be under the direction of the Education Assessment and Accountability
Review Subcommittee pursuant to KRS 7.410. With approval of the Subcommittee and the L egislative Research Commission, funds
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may be used to contract for specia expertise in the area of financial or performance reviews."

" 39. Horse Cave Repertory Theatre: The Horse Cave Repertory Theatre located in Hart County, Kentucky is named and
designated as the official state repertory theatre."

" 40. Civil War Reenactors. Notwithstanding KRS 38.440, Civil War reenactors may associate, drill, and parade with firearms
and/or swords without permission from the Governor before, during, and after Civil War reenactments and events."”

"41. School Facility Construction Commission (SFCC) Review: The General Assembly understands that, since its inception in
1986, the SFCC has provided a necessary and valuable service to the Commonwealth and more importantly to the facility needs of
every local school district. The General Assembly looks forward to continuing to assist the SFCC now and in the future as it
continues to serve students, teachers, and school administrators across the Commonwesalth. To that end, the Office of Education
Accountability is directed to conduct a review of the SFCC's ability to provide local school districts with necessary debt service
assistance to maintain afacility program that will be conducive to a positive learning environment.

The review shall include at a minimum, but is not limited to: (&) How SFCC's offers of assistance impact the facility issues facing
"Growth Districts" as defined in KRS 157.621; and (b) How the SFCC's offers of assistance impact local school districts who have
facilities identified as "Category 5" (poorest condition). The review shall be under the direction of the Education Assessment and
Accountability Subcommittee pursuant to KRS 7.410. With approval of the Subcommittee and the Legislative Research
Commission, funds may be used to contract for special expertise in the area of funding school construction.”

"42. Enterprise Zone Tax Incentives. Notwithstanding KRS 154.45.010 to 154.45-120, and Sections 36 to 51 of 2005 RS HB 272 if
enacted, any business certified as a qualified business prior to the expiration date of the enterprise zone designation shall be eligible
for the tax incentives under KRS 154.45-092(2) and (3) for any projects stated prior to the expiration date of the enterprise zone
designation. The provisions of this section shall only apply if: (@) The project had a project scope of $40,000,000 or more; (b) The
project was one that was recommended by a tourist and convention commission; (¢) The project complements existing tourism and
convention facilities; and (d) The project connects to public property. The maximum sales tax exemption for any one project for the
period beginning January 1, 2004, and ending June 30, 2006, shall not exceed $700,000 in tax. The provisions of this section shall be
retroactive to January 1, 2004. Tax expendituresincurred as aresult of this provision shall be accounted for within the fiscal impact
for Sections 36 to 51 of 2005 RSHB 272 if enacted.”
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The General Assembly sustains the following Veto Message from the Governor of the Commonwealth:

Partial Veto #12 of HB 267 - " |, Ernie Fletcher, Governor of the Commonwealth of Kentucky, pursuant to the authority granted under
Section 88 of the Kentucky State Constitution, do hereby veto the following part: On page 223, delete line 2, beginning with 'Pursuant’
and ending with 'and;’ delete lines 3 and 4 in their entirety; delete line 5, beginning with 'Research’ and ending with ‘Commission;’
delete line 7 '[by the' which follows 'occupancy;’ delete line 8 in its entirety; delete line 9, beginning with 'KRS' and ending with ‘and]’
and beginning with '[in" and ending with '(c)];' delete lines 24 through 27 in their entirety. On page 224, delete lines 1 through 3 in
their entirety. This part relates to office space in the New State Capitol Annex for the Legidative Branch of Kentucky. It isthe intent
and responsibility of the Executive Branch to provide adequate and affordable office space for the operation of all branches of state
government. | would like to work with the Legidative Branch toward a reasonable, cost effective and commodious balance of the
interests of each branch. In that spirit, | have chosen to not veto the provisions for the basement and first floor. The provisions of the
vetoed language would result in the displacement of key budget and finance personnel on the second, third and fourth floors who
advise the Executive on adaily basis. The Executive will work with the Legidative Branch to reach a compromise regarding adequate
and affordable office space for both branches.”

The General Assembly sustains the following Veto Message from the Governor of the Commonwealth:

Partial Veto #13 of HB 267 - "I, Ernie Fletcher, Governor of the Commonwealth of Kentucky, pursuant to the authority granted under
Section 88 of the Kentucky State Constitution, do hereby veto the following part: Page 224, delete lines 19 through 22 in their
entirety. | am vetoing this part because its language is unnecessary."

ADDITIONAL ACTIONS OF THE GENERAL ASSEMBLY

House Bill 497, Section 8 provides the following: "On page 227 of 2005 Regular Session HB 267/EN, delete lines 5 through 17 in
their entirety and insert the following in lieu thereof:  42. Enterprise Zone Tax Incentives: Notwithstanding KRS 154.45-010 to
154.45-120, and Sections 36 to 51 of 2005 RS HB 272, any business certified as a qualified business prior to the expiration date of the
enterprise zone designation shall be eligible for the tax incentives under KRS 154.45-090(2) and (3) for any projects started prior to
the expiration date of the enterprise zone designation. The provisions of this section shall only apply if: (a) The project had a project
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scope of $40,000,000 or more; (b) The project was one that was recommended by a tourist and convention commission and has
received final approval as atourism attraction project under KRS 148.855 and 148.859; (¢) The project complements existing tourism
and convention facilities; (d) The project connects to public property; and (€) The project has not received tax increment financing
under the provisions of KRS 65.680 through 65.699. The maximum sales tax exemption for any one project for the period beginning
January 1, 2004, and ending June 30, 2006, shall not exceed $700,000 in tax. The provisions of this section shall be retroactive to
January 1, 2004. Tax expenditures incurred as a result of this provision shall be accounted for within the fiscal impact for Sections 36
to 51 of 2005 RSHB 272."

House Bill 497, Section 12 provides the following: "On page 228 of 2005 HB 267, after line 6, add the following:

45. Tobacco Research Trust Fund: Notwithstanding KRS 248.540 and 248.550, the tobacco research-trust fund shall be credited with
aminimum of three million one hundred forty thousand dollars ($3,140,000) annually regardless of whether the revenues received
under subsection (1) of KRS 248.540 are sufficient to generate this amount. If the revenues provided for in subsection (1) of KRS
248.540 are not sufficient to ensure the prescribed funding level, the difference shall be deposited in the tobacco research-trust fund
from the general fund."
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BILL ASINTRODUCED
The State/Executive Budget Bill, Part 1V, State Salary/Compensation and Employment Policy, includes the following directives:

1. "Maximum Filled Permanent Positions. Notwithstanding KRS 18A.010(2), for the 2004-2006 fiscal biennium, the total number of filled
permanent positions in the agencies of the Executive Branch is limited to the number authorized in the enacted State/Executive Budget of the
Commonweadlth for the 2004-2006 fiscal biennium. The provisions of this section do not apply to the employees of the General Assembly, the
Legidative Research Commission, or the Court of Justice."

2. " Authorized Personnel Complement: On July 1, 2005, the Department of Personnel shall establish arecord of authorized permanent and
other equivalent positions based upon the enacted State/Executive Budget of the Commonwealth and any adjustments authorized by provisions
in this Act. The total number of filled and vacant positions of full-time, part-time, and interim employees shall not exceed the authorized
complements pursuant to this section. When an agency head certifies that an emergency employment situation exists for alimited time within a
fiscal year, the State Budget Director may approve, and the Secretary of Personnel may authorize, the employment of individuas in addition to
the authorized complement for the duration of the limited time period so authorized within the fiscal year. A copy of records, certifications, and
actions authorized in this section shall be provided to the Interim Joint Committee on Appropriations and Revenue on a monthly basis.”

3. " Cost-of-Living Adjustment: Pursuant to 2004 (Extra. Sess.) Ky. Acts ch. 1, sec. 12, subsec. (1), a cost-of-living adjustment of two percent
is provided in fiscal year 2004-2005 on the base salary or wages of each state employee on their anniversary date. In addition to the above
salary adjustment, on January 1, 2005, an additional one percent increase is provided on the base salary or wages of each eligible state
employee. Notwithstanding 18A.355(1), in fiscal year 2005-2006 a cost-of-living adjustment of two percent is provided on the base salary or
wages of each state employee on their anniversary date.”

4. " State Salary and Compensation Fund: The Secretary of Personnel in consultation with the State Budget Director, shall determine the
amount of funds from the appropriation in Part |, Operating Budget, J. Personnel Cabinet, 5. State Salary and Compensation Fund, of this Act
by budget unit necessary to provide for the cost-of-living adjustments. The State Salary and Compensation Fund shall be supplemented by
Restricted Agency Funds, Federa Funds, the Road Fund, and other General Fund amounts otherwise appropriated to state agencies in order to
provide for the cost-of-living adjustments.
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The Secretary of Personnel, upon approval by the State Budget Director, shall notify the Secretary of the Finance and Administration Cabinet
of the respective amount of General Fund from the State Salary and Compensation Fund to transfer to each affected budget unit and such funds
shall be transferred. The Secretary of Personnel and the State Budget Director shall report to the Interim Joint Committee on Appropriations
and Revenue regarding the implementation of these provisions.”

5. " Employee Furloughs or Reductionsin Hours. The General Assembly declares that the financial condition of the Commonwealth
requires the following fiscal policies to be implemented and administered during the 2004-2006 fiscal biennium:

a For purposes of this section:

(@D} "Appointing authority” means the agency head as defined in KRS 18A.005(1) and 151B.010(1);

2 A "furlough" or "reduction in hours’ means that an appointing authority may temporarily reduce the number of hours
that an employee is scheduled to work within a pay period if the Budget Reduction Plan or cost savings contemplated in this Act are not
achieved. In the case of an employee who is considered "salaried” or "exempt" from the coverage of the Fair Labor Standards Act, 29 U.S.C.
sec. 201, et seq., the length of afurlough shall not be less than a work week;

3 A "lack of funds' means an appointing authority has a current or projected deficiency of funding to maintain current, or
to sustain projected, levels of staffing and operations; and

(4) A "lack of work" means an operating authority has a current or projected decrease in the workload, which requires a
reduction of current or projected staffing levels.

b. Notwithstanding any other provision of law, an appointing authority, with the approval of the Secretary of Personnel or, in the
case of employees governed by KRS Chapter 151B, the Kentucky Technical Education Personnel Board, may temporarily reduce the hours of
work assigned to employees due to:

(2 Lack of work;

2 Seasona changes in demand for services; or

3 A current or projected deficiency of funding necessary to maintain current, or to sustain projected, levels of staffing and

operations.

C. An employee whose hours of work are temporarily reduced by the appointing authority pursuant to this section shall be notified
in writing of the reduced schedule of work, the reasons for the reduction, and the reasons for the employee's selection.

d. Notwithstanding any other provision of law, an employee whose hours of work are temporarily reduced by the appointing

authority pursuant to this section:
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Q) Shall remain eligible for state-paid benefits during the temporary reduction of hours; and
2 Shall not be entitled to appeal the reduction to the Personnel Board or, in the case of employees governed by KRS
Chapter 151B, the Kentucky Technical Education Personnel Board, unless the length of the furlough exceeds ten consecutive working days.

e Whenever afurlough is necessary, the appointing authority of an agency shall decide in which county or facility and within
which classifications the furlough will occur, and the number of employees to be furloughed within each affected county, facility, or
classification. The order of furlough shall be based on length of service and relative qualifications to perform the essential functions of any
positions that remain in operation within the agency, county, or facility.

f. An employee subject to KRS Chapter 18A who has been furloughed for more than ten consecutive working days, and who
believes that the furlough was unwarranted under the provisions of this section or that the appointing authority failed to properly apply the
criteria established by this section in determining the order of furlough, may appeal to the Personnel Board within 30 days of the date the notice
of furlough was mailed or delivered by the appointing authority. An employee shall not have the right to appear before the appointing authority
prior to furlough. In al other respects, the provisions of KRS 18A.095 shall govern appeals based on furloughs.

o] An employee subject to KRS Chapter 151B who has been furloughed more than ten consecutive working days, and who
believes that the furlough was unwarranted under the provisions of this section or that the appointing authority failed to properly apply the
criteria established in this subsection in determining the order of furlough, may appeal to the Kentucky Technical Education Personnel Board
within 30 days of the date the notice of furlough was mailed or delivered by the appointing authority. An employee shall not have the right to
appear before the appointing authority prior to furlough. In al other respects, the provisions of KRS 151B.060 shall govern appeals based on
furlough.

h. Notwithstanding any other provision of law, an employee participating in one of the state retirement systems who is furloughed
to the extent of working less than 100 hours per month shall, upon return to regular hours, have the right to purchase service credit by paying
the employee contributions on the difference between the creditable compensation that would have been paid had the employee not been
furloughed and the actual compensation received for the period the employee was placed on furlough and worked less than 100 hours. If the
employee elects to purchase service credit, the employing agency shall pay the employer contributions for the period purchased by the
employee.

I The Secretary of Personnel shall promulgate an administrative regulation to implement a furlough program. The administrative
regulation shall include a provision authorizing employees to elect to voluntarily participate in a furlough program.”
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6. " Monthly Per Employee Health I nsurance Benefits Assessment: The Personnel Cabinet shall collect a benefits assessment per month per
employee dligible for health insurance coverage in the state group as contained in Appendix B of the budget instructions promulgated by the

L egidative Research Commission pursuant to KRS 48.040 and communicated to agencies by the Office of State Budget Director for duly
authorized use by the Personnel Cabinet in administering its statutory and administrative responsibilities, including but not limited to
administration of the Commonwealth's health insurance program.”

7." State Group Health Insurance Fund: It isthe intent of the General Assembly to maintain the same level of benefitsin Plan Y ear 2006 as
provided in Plan Y ear 2005 in accordance with 2004 (Extra. Sess.) Ky. Actsch. 1 (HB 1). Supplementa health insurance funding in fiscal year
2005-2006 is provided in Part |, Operating Budget, J. Personnel Cabinet, 6. State Group Health Insurance Fund, of this Act for state agencies,
guasi-governmental agencies, Public Health Departments, and the Kentucky Community and Technical College System. The Secretary of
Personnel, in consultation with the State Budget Director, shall determine the amount of funds necessary by budget unit to provide for the
health insurance adjustment. The supplemental funding shall be augmented by Restricted Funds, Federal Funds, the Road Fund, and other
General Fund amounts otherwise appropriated to state agencies in order to provide for the health insurance adjustment.

The Secretary of Personnel, upon approval by the State Budget Director, shall notify the Secretary of the Finance and Administration
Cabinet of the respective supplemental amounts of General Fund from the State Group Health Insurance Fund to be transferred to each affected
budget unit, and such funds shall be transferred. The Secretary of Personnel and the State Budget Director shall report to the Interim Joint
Committee on Appropriations and Revenue regarding the implementation of this provision.”

8. " Employer Retirement Contr